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ERTH, Western Australia, was the 
venue of the 1960 meetings of 
General Council and the annual meeting 
of the Society. Every State has an in- 
tegral part to play in the activities and 
development of the Society, and the 
choice of Perth for the meetings in- 
dicates recognition of this fact. On this 
occasion the Hon. C. W. Court, O.B.E., 
M.7.A., Minister for Industrial Develop- 
ment, Railways and the North-West in 
the Government of Western Australia 
opened the proceedings. 

In so doing, he made some important 
observations about the accounting pro- 
fession in Australia. His remarks carried 
added weight because he spoke not only 
in his capacity as a Minister of the W.A. 
Government but as a Fellow of the 
Society. In his address (see p. 374), 
Mr. Court likened the development of the 
Society to the natural growth trend in 
other spheres. This trend towards “big- 
ness” as he put it, brings with it grave 
responsibilities. He said, “The governing 
body, such as your Council has to think 


Development Brings Increased Responsibilities 


very deeply before it makes decisions 
which now involve tens of thousands. . . 
your responsibility extends beyond your 
members to the community at large”. 


The very nature of the intricacies of 
the modern business and industrial world, 
with its complexities of financial and 
taxation problems, creates a constant de- 
mand for the professional services of the 
qualified accountant. Accountants today, 
in whatever field their activities find re- 
ward, are busy men. Their professional 
skill and knowledge also exercises an 
increasingly important influence in 
management decisions. For these reasons 
it is certain that the responsibilities of 
General Council will increase rather than 
diminish. 

While the Society continues to be 
served so well by those members willing 
to accept the responsibilities of: office in 
the various Councils of the Society, its 
progress, in step with the profession’s 
highest ideals of integrity and service, is 
assured. 





et TT 


The Budget 


HE Federal Treasurer's Budget 

speech, delivered as this issue goes 
to press, indicates the Government’s 
concern over the inflationary pressures 
affecting Australia’s economy. 

The changes proposed in the Budget 
therefore are designed to curb inflation 
and are supplementary to measures al- 
ready taken, i.e. the lifting of import 
restrictions and the curtailment of trad- 
ing bank lending. 

In budgeting for a surplus of £15.5 
millions, the Treasurer announced an 
increase of 6d. in the £ in company tax 
rates for the year ended 30 June 1960 
and withdrawal of the 5% rebate al- 
lowed against the tax payable by indi- 
viduals on 1959-60 incomes. 

The proposed increased payments to 
pensioners and the easing of the means 
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test will give some satisfaction but there 
seems justification for more liberal in- 
creases. Other inevitable changes in- 
cluded the increased expenditure on 
university education and the higher 
grants to State Governments. Minor 
amendments to the Income Tax Assess- 
ment Act are proposed relating to de- 
preciation on accommodation for farm 
employees and the payment of subscrip- 
tions to trade and professional societies. 


It is doubtful whether the Budget 
makes any effective contribution towards 
restraining inflationary trends. In the 
long run the budget surplus in the Gov- 
ernment’s hands will be redistributed by 
the Government instead of by the orig- 
inal income earners. Reduced consumer 
expenditure can only result to the ex- 
tent that Government receipts are with- 
held from use. 
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AUSTRALIAN SOCIETY OF ACCOUNTANTS 





Meetings of 
General Council 


Held at Perth, W.A. 
20 to 22 June 


EETINGS of the General Council 

were held in Perth from June 20 to 
22 and were attended by Mr. R. F. Butt 
(Q’ld), President, (in the chair) and 
Messrs. L. A. Braddock (S.A.), J. G. 
Cooper (Tas.), C. K. Davies (Vic.), 
A. E, Dent (N.S.W.), L. H. Dillon 
(Vic.), W. H. Duirs (W.A.), G. E. 
Fitzgerald (Vic.), G. A. Gordon (W.A.), 
J. M. Groom (W.A.), C. L. Hargrave 
(S.A.), W. P. Henson (N.S.W.), C. R. 
Hicking (N.S.W.), H. R._ Irving 
(N.S.W.), J. G. Orr (Q’ld.), E. A. 
Peverill (Vic.), W. T. Reid (Q’ld.) and 
the General Registrar (Mr. C. W. 
Andersen) . 


For the first time, the meeting was 
opened by a prominent citizen of the 


host city. In the unavoidable absence 
of the Premier, the Minister for Indus- 
trial Development, Railways and the 
North-West in Western Australia, the 
Hon. C. W. Court, O.B.E., M.L.A., who 
is a member of the Society, attended the 
meeting on the Monday morning and 
extended, on behalf of the Western Aus- 
tralian Government, a welcome to the 
visiting delegates. The full text of Mr. 
Court’s address appears on pp. 374-6 of 
this issue. The opening ceremony was 
also attended by members of the Western 
Australian Divisional Council. Mr. W. P. 
Henson (Vice-President), of Sydney, on 
behalf of those present, thanked Mr. 
Court for his inspiring address. 


In opening the business sessions of 
the meeting, the President extended a 
welcome to Mr. J. G. Orr, who had 
been appointed to the General Council 
in place of Mr. J. H. Devitt (Queens- 
land) who had resigned, to Mr. H. R. 
Irving as substitute Councillor for Mr. 
O. H. Paton (N.S.W.) who is at present 
overseas and to Mr. W. H. Duirs as 
the representative of The Australasian 
Institute of Cost Accountants. 





At the meetings of Genera! Council in Perth. Seated (left to right); Messrs. J. G. Orr (Q.), C. L. Hargrave (S.A), 

L. A. Braddock (S.A.), W. H. Duirs (W.A.), G. A. Gordon (W.A.), J. M. Groom (W.A.)- Vice-President, W. P. 

Henson (N.S.W.) Vice-President, R. F. Butt (Q.) President, C. K. Davies (Vic.) Hon. Treasurer, C. W. Andersen 

(General Registrar), Miss M. R. Garbutt (Administrative Officer), J. G. Cooper (Tas.), E. A. Peverill (Vic), 

L. H. Dillon (Vic.), G. E. Fitzgerald (Vic.). Standing at rear (from left): Messrs. W. T. Reid (Q.), C. R. Hicking 
(N.S.W.), H. R. Irving (N.S.W.), A. E. Dent (N.S.W.). 
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OFFICE BEARERS ELECTED FOR 1960-61 





Mr. W. P. HENSON Mr. J. M. GROOM 


President Vice-President 

General Council noted the resignation 
of Mr. J. H. Devitt with great regret 
and recorded its appreciation of his 
extensive services to the Society and to 
the profession over many years. 


The following notes on decisions 
reached at the meetings, which extended 
over three days, are of necessity confined 
to matters of general interest. 
Technical and Social Activities 

Details of meetings and other activities 
of the Divisions during 1959 were 
reported to General Council. These 
indicated that the range of services pro- 
vided for members had been well main- 
tained. It was reported also that a 
summary of the activities and services 
of each Division had been included in 
the annual report of General Council for 
the year so that a more complete picture 
of the overall work of the Society might 
be presented to members. 


District Groups 

With the formation of a number of 
district groups throughout Australia — 
as distinct from branches — it became 
apparent that rules for their orderly 
conduct were necessary. Accordingly, 
General Council adopted a set of rules 
for the functioning of district groups 
within Australia prepared by a com- 
mittee of the New South Wales Division. 


Sectional Activiti 
General Council was pleased to note 
that further sectional groups of members 
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Mr. C. K. DAVIES 
Hon. Treasurer 


Mr. L. A. BRADDOCK 
Vice-President 


had been set up during the year in the 
various States. It approved of the pro- 
posal of the Membership Committee that 
the time had arrived for the Society to 
take some practical steps towards the 
formulation of machinery for the develop- 
ment and organisation of sectional 
activities within the framework of the 
Articles, and the General Registrar was 
requested to draw up a scheme for the 
consideration of the committee for 
report to the next meeting of General 
Council. 


Arthur Capper Moore Memorial Lecture 


General Council decided that the 1960 
Arthur Capper Moore Memorial Lecture 
be held in Perth and that Mr. L. A. 
Braddock be invited to give the lecture. 
It decided also that the 1961 lecture 
should be given in Melbourne in con- 
junction with the meetings of General 
Council which will also be held in Mel- 
bourne. 


Superannuation Scheme for 
Self-Employed Members 


For some time, General Council has 
had under consideration the desirability 
or otherwise of instituting a superannua- 
tion scheme for self-employed members 
of the Society. A committee of Victorian 
members has spent considerable time on 
the problem and submitted a full report 
to the meeting. General Council decided 
that no action should be taken to insti- 
tute such a scheme and, in arriving at 
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this decision, it had regard to other 
superannuation facilities now available 
to members generally. It placed on 
record its thanks to the Victorian com- 
mittee for its comprehensive report on 
the matter. 


Decimal Currency 


General Council noted the action 
which had been taken during the year 
in respect to the preparation of a sub- 
mission to the Decimal Currency Com- 
mittee. The Society had joined with 
The Australasian Institute of Cost 
Accountants in preparing the submission 
and the Joint Committee appointed had 
consisted of Victorian members, repre- 
sentative of each body. After endorse- 
ment by the Accounting Research and 
Executive Committees, the submission 
had been transmitted to the Decimal 
Currercy Committee in November, 1959. 
It was published in full in the March 
1960 issue of The Australian Account- 
ant. General Council recorded _ its 
thanks to the members of the committee 
for their work in preparing the sub- 
mission. 


Commonwealth Committee on Taxation 


As reported last year, each Divisional 
Council had been asked to appoint a 
special committee to make suggestions 
for possible changes in taxation legisla- 
tion and a co-ordinating committee had 





The Lord Mayor of Perth, Councillor H. R. Howard (at 

right), who tendered visiting delegates a civic reception, 

photographed with Messrs. R. F. Butt, (Q.) President and 

G. A. Gordon (State President, Western Australian 
Division). 
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been appointed by General Council to 
consider these suggestions and to draft 
a submission to the Committee of 
Inquiry set up by the Commonwealth 
Government. 


General Council was informed that 
the submission prepared by the co- 
ordinating committee had been approved 
by both the Central Accounting Research 
and Executive Committees. It noted 
that the submission covered general 
principles. rather than detailed amend- 
ments and approved of its being trans- 
mitted to the Committee of Inquiry over 
the signature of the President. It decided 
that no submission on the matter 
should be made on behalf of the Society 
other than that being submitted on a 
central basis and placed on record its 
appreciation of the work undertaken by 
the members in its preparation. 


Sales Tax — Right of Objection 


The Executive Committee reported 
that it had approved, during the year, 
of the Society supporting the representa- 
tions made to the Commonwealth 
Treasurer by the Taxation Institute of 
Australia urging that the Sales Tax 
Assessment Act be amended to extend 
the present limited right of objection 
against the Commissioner’s decisions. 
General Council ratified the action taken. 





At the civic reception. From left: Messrs. C. R. Hicking 

(N.S.W.), H. R. Irving (N.S.W.), C. L. Hargrave (S.A.), 

and L. Beasley (W.A. State Vice-President). In back- 
ground Mr. J. G. Cooper (Tas.). 
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Uniform Company Legislation 

Consideration was given to the advice 
which might be tendered by the Society 
to the Committee of State Attorneys- 
General and Registrars of Companies 
which was drafting a uniform Companies 
Bill for adoption in all States of Austra- 
lia. It was decided that future comments 
of the Society should be submitted on a 
central basis. Means of obtaining the 
views of all Divisional Councils on the 
draft bill and the channelling of 
comments through a central committee 
were determined. 





Australian National Committee on 
Computation and Automatic Control 


Mr. A. E. Dent reported on the first 
Australian conference on automatic 
computing and data processing which 
had been held in Sydney in May last. 
General Council thanked Mr. Dent for 
his services as the representative of the 
Society on the above committee and re- 
appointed him as such for the current 
year. 


Research Work 


General Council was gratified to learn 
of the progress being made with the 
projects of committees in various States. 
In particular, it was noted that a state- 
ment on “Control Through Mechanised 
Accounting”, prepared by a committee 
of the New South Wales Division, had 
been published in May, that another had 
been approved for publication at an 
early date and that consideration was 
being given to two further statements 
completed by committees. It was 
realised, however, that progress with 
research on this basis was necessarily 
slow, as there was a limit to the time 
which members of voluntary committees 
could devote to the task. It therefore 
approved of the ‘action being taken to 
appoint staff which could devote full 
time to this important and vital function 
of a professional body. When this staff 
has been recruited, the knowledge and 
experience of senior members of the 
Society can be used to better advantage 
in an advisory capacity in the selection 
of research projects and in commenting 
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upon draft statements prepared by per- 
manent officers. 


Scale of Professional Charges 


General Council approved a revised 
scale of professional charges for use by 
members in public practice, prepared by 
a committee of the New South Wales 
Division. Copies of the new scale may 
be obtained on application to each State 
Registrar. 


Announcements Regarding Professional 
Practice 


Suitable forms of announcement of 
commencement or resumption of practice, 
alteration of addresses and admission or 
retirement of partners, which would 
conform with By-Law 6, were approved 
by General Council. Copies of these 
may be obtained by any member 
concerned from his State Registrar. 


Examination Entrance Requirements 


General Council gave further con- 
sideration to the entrance requirements 
of the Society and decided that, in future, 
they shall be the full Intermediate, 
Junior, Junior Public or Schools Board 
Certificate or higher certificate conducted 
by the University, Education Depart- 
ment or Schools Board of any State or 
passes in at least the subjects of English 
and a branch of Mathematics at such 
Intermediate, Junior, Junior Public, 
Schools Board or higher standard. In 
the case of Queensland students, the 
term “full Junior Public Certificate” shall 
mean passes in five subjects at that 
standard and, in the case of Tasmania, 
the term “full certificate” shall mean one 
endorsed either “A” or “B”. The 
previous requirements have therefore 
been amended to the extent that a “full” 
certificate at the required standard will 
be accepted, irrespective of the actual 
subjects passed. 


Finance 


The Finance Committee submitted a 
number of financial statements relating 
to all aspects of Society activities. Con- 
sideration was given to the cost of con- 
ducting the examinations. Whilst it was 
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considered that Society funds should be 
expended on educational services at the 
student level, General Council was of 
the opinion that the excess of such 
expenditure over income received from 
candidates should be kept within reason- 
able limits. It authorised the Executive 
Committee to take any remedial action 
which might be necessary during the 
year. Consideration was given also to 
the nature of the Society’s investments. 
General Council approved of a formula 
which would enable surplus funds of the 
Society to be invested in a wider range 
of securities with emphasis on security 
of capital rather than short-term benefits. 


Office-Bearers 


At the meeting of the General Council 
held after the annual meeting, the 
following office-bearers were elected: 
President: Mr. W. P. Henson (N.S.W.); 
Vice-Presidents: Messrs. J. M. Groom 
(W.A.) and L. A. Braddock (S.A.); 
Hon. Treasurer: Mr. C. K. Davies 
(Vic.). 


Mr. R. F. Butt 


General Council placed on record its 
thanks and appreciation to Mr. R. F. 
Butt for his valuable work as President 
during the year and for his contributions 
to the development of the Society as an 
office-bearer since its inception. 





State Minister’s Address at Opening 


The following is the text of 
an address given by the Hon. C. 
W. Court, O.B.E., M.L.A., 
F.A.S.A., Minister for Industrial 
Development, Railways and the 
North-West in the Government 
of Western Australia in opening 
the meeting of the General 
Council of the Society in Perth on 
20 June. 





N welcoming interstate dele- 
gates to Perth, I would like 
to congratulate the Society whole- 
heartedly on its fine record of 
progress since it was formed in 
1952. In carrying on the 
traditions of its antecedent 
bodies, it has steadfastly endeav- 
oured to inculcate into its 
members high standards of 
ethical conduct and practice. 


The tendency throughout the world is 
towards “bigness”. This applies in all 
walks of life and not only in industry 
and commerce. It is a natural develop- 
ment. When one looks back, it is easy 
to see the pattern of development from 
small groups into villages, villages into 
cities, cities into states, states into nations. 
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The Hon. C. W. Court, O.B.E., M.L.A., F.A.S.A., Minister for 
Industrial Development, Railways and the North-West in the 
Government of Western Australie, speaking at the opening of 
the meeting of General Council of the Society in Perth on 20 
June. Also in the photograph are Messrs. R. F. Butt (Q.) and 
W. P. Henson (N.S.W.), who succeeds Mr. Butt as President 
of the Society. 


Today we have to think internationally. 
The same pattern is evident in industry 
and commerce and it follows that pro- 
fessional bodies such as your Society have 
followed suit. This bigness brings with 
it grave responsibilities. The governing 
body, such as your Council, has to think 
very deeply before it makes decisions 
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which now involve tens of thousands 
instead of a few hundred. Your respon- 
sibility extends beyond your members to 
the community at large. 


These are dynamic times in which we 
live. Industry and commerce do not 
stand still: methods are forever changing. 
This is very evident in accountancy. It 
is the duty of the profession through its 
governing bodies to anticipate change. 
It is only by anticipating change that a 
profession can rise to its full stature and 
retain its leadership. If change is forced 
upon an industry or a calling, it follows 
that that industry or calling has lost its 
initiative, its momentum and its prestige. 


The Society, like its antecedent bodies, 
has a proud record of research. It is 
the duty of every profession worthy of 
the name to devote a considerable part 
of its activities to the task of research. 
It is in seeking after knowledge and 
attempting to lay down clearly defined 
methods of procedure and practice that 
important contributions to the profession 
are made. 

With the changing methods in pro- 
fessions such as accountancy, there is 
a tendency for some research workers 





to try and convince students and prac- 
titioners that there has been a change 
in accountancy principles. I have very 
strong views on this matter. I feel that 
it is the job of the more senior and 
experienced members of the profession 
to demonstrate clearly that certain basic 
principles of the accountancy profession 
have not changed. The means at your 
disposal for practising the profession 
through improved systems and methods 
are forever changing but the basic 
principles remain. 


On the educational side, I think one 
of the great problems of the Society is 
to get the message of accountancy over 
to its students, its members and to the 
general public in a simple form. The 
days of ‘black magic” are gone. There 
is nothing to be gained in keeping the 
work of accountants shrouded in mystery. 
It achieves its greatest usefulness and 
therefore its greatest value when the 
accountant expresses the facts clearly 
and simply. 

With all the changes being made in 
the equipment available to the account- 
ancy profession and the many ways in 
which the accountant can serve industry, 





At the monthly luncheon of the Western Australian Division attended by members of General Coundil. 
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commerce and the community generally, 
it must.be acknowledged that the modern 
profession of accountancy is an exciting 
one. Gone are the days of the dull 
treadmill of book-keeping mediocrity. 


No profession or industry has felt the 
impact of electronics more closely than 
the accountancy profession. This brings 
me to an important point, namely the 
question of research in industry and 
commerce abroad. During my recent 
visit to the United Kingdom, the 
Continent and America, the most vivid 
recollection I have is the amount of 
research being undertaken by industry 
and commerce in those countries, whether 
it be in’ the chemical field or in elec- 
tronics and the development of auto- 
mation. The amount of money being 
spent and the amount of man power 
and brains being diverted to this work 
are fantastic by our standards. It could 
be described as almost overwhelming. 
It is beyond the resources of Australia 
and therefore it is important that Austra- 
lian industries tie up with their contem- 
poraries abroad to make sure that our 
industry has access to this great reservoir 
of knowledge and progress. 





My estimation is that, by 1965, 
industry will feel the full impact of the 
electronic and automation development 
that is taking place, particularly in 
America. It could be dramatic to a 
point of being an industrial revolution. 
By that, I mean we could find that the 
advance in electronics and automation is 
such that productivity in a high wage 
country such as America will be increased 
to such an extent that it more than offsets 
some of the price advantages at present 
enjoyed in the export field by lower wage 
countries. 


In concluding, I would like to point 
out the significance of Western Australia 
in the Australian national scene. The 
problems of Western Australia in its 
efforts to achieve greater population are 
the problems of the Australian nation. 
They are equally the concern of business- 
men in the Eastern States as they are of 
the people of Western Australia. Visits, 
such as this, do much to help us to get 
the message over to responsible people 
in the Eastern States who are in a position 
to stimulate interest and positive action 
in what is a very important time in our 
history. 





At the smoke social, which followed the annual meeting of the Society, held at the Subiaco City Hall 


on 
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Depreciation of Property Used Partly for 
Producing Assessable Income 


By Dr. E. J. HAJEK, A.A\S.A., 


Lecturer in Accountancy, 
South Australian Institute of Technology. 


OME of the problems concerning the 
depreciation of property used partly 
only for producing assessable income 
were considered by the High Court in 
Anderson’s Case (Federal Commissioner 
of Taxation v. Anderson (1956) 6 
A.I.T.R. 324) and more recently by the 
Board of Review, (7 C.T.B.R. (N.S.) 95 
and 8 C.T.B.R. (N.S.) 76 and 77). As 
a result it is possible to deduce certain 
principles, based on the decisions and 
dicta made in these cases, which appear 
to govern this complex question. 


Depreciation Allowance 


Where any property has been used 
only partly for the purpose of producing 
assessable income, Section 61 of the 
Income Tax Assessment Act provides 
that only such part of deduction other- 
wise allowable under Section 54 or 
Section 59 as in the opinion of the 
Commissioner is proper shall be an 
allowable deduction. 


The Commissioner is thus given a dis- 
cretion to determine the amount of 
depreciation allowance. In exercise of 
this discretion the Commissioner is 
guided by the principles laid down in 
Anderson’s Case and as the first step 
calculates the depreciation allowance as 
if the property were used wholly for the 
the purposes of producing assessable in- 
come and as a second step apportions the 
allowance so arrived at according to the 
use of property. 


Example 1. 


Taxpayer acquired a motor car on 1 
July, 1958, at a cost of £1,000. During 
the years of income ended 30 June, 
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1959-60, the car was used 50% for 
business purposes and 50% for private 
purposes. The taxpayer uses the 
diminishing value method of deprecia- 
tion. 








cm =) 
ale = 
a2 = x 
ess 85 
sis 338 
zee 6 “8 
AD QA 
£ £ 
Cost price, 1 July, 1958 1,000 1,000 
Depreciation to 30 June, 
1959 — 22’%% of £1,000 
= £225 less % 225 113 
Depreciated value at 1 July, 
1959 775 887 
Depreciation to 30 June, 
1960 —224%2% of £775 
= £174 less % 174 87 
Depreciated value at 1 July, 
1965 . Nil 500 





Where the taxpayer exercised the op- 
tion under Section 56(1)(b) to have the 
depreciation allowance calculated on the 
prime cost basis, the notional allowance 
does not vary from year to year, being 
based on cost, and the actual allowance 
is the appropriate portion of the notional 
allowance. The depreciation allowance 
will, however, cease when the notional 
depreciated value equals nil. 


Example 2. 


Assuming the same set of circum- 
stances as in Example 1, the deprecia- 
tion allowance under the prime cost 
method will cease after the year of in- 
come ended 30 June, 1965. 
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. ae 
sof =<39 
£35 aa2 
Sos See 
et 
“268 
f £ 
Cost price, 1 July, 1958 .... 1,000 1,000 
Depreciation to 30 June, 
1964— (15% of £1,000 
= £150 less %2) x 6 .... 900 450 
Depreciated value at 1 July, 
SS TEIRRRRRRRR eRe aae 100 550 
Depreciation to 30 June, 
1965— £100 less ¥% ..... 100 50 
Depreciated value at 1 July, 
Rae Nil 500 





When the property had been, after the 
acquisition, used solely for purposes not 
producing assessable income and subse- 
quently is used during the year of income 
partly for the purpose of producing as- 
sessable income, Section 61 applies and 
the depreciation allowance is calculated 
on the notional depreciated value at the 
commencement of the year of income. 
This was decided in 8 C.T.B.R. (N.S.) 
77, but Mr. R. E. O'Neill, dissenting, 
stated: “Although the question does not 
arise on the facts of this case I would 
. . . « be inclined to think that where a 
unit not previously used to any extent for 
the purpose of producing assessable in- 
come is put to such use either wholly or 
partially then the Commissioner should 
act under Section 55(1) in respect of the 
year in which the unit is first so used”; 
i.e., depreciation should be calculated on 
cost and in 7 C.T.B.R. (N.S.) 95 Mr. 
A. Fletcher expressed the opinion that 
where an item of plant is used, initially, 
for private purposes only, the deprecia- 
tion during the initial period may, in 
certain instances, be calculated at a rate 
less than the standard rate of deprecia- 
tion in determining the “depreciated 
value” of the item at the time when it 
is first used, either solely or partly, for 
non-private purposes. 


Example 3. 

Taxpayer acquired a motor car on 1 
July, 1957. During the years of income 
ended 30 June, 1958 and 1959, the car 
was used solely for private purposes. 
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During the year of income ended 30 
June, 1960, the car was used 50% for 
business purposes. 

Notional depreciated value at 1 July, 


1959 (vide Example 1) £601 
Notional depreciation to 30 June, 

1960 —22%% of £601 ... .... . £135 
Depreciation allowea—% of £135 £68 


Conversely where the property after 
initial use for private purposes is used, 
during the year of income, wholly for 
business purposes, it appears that Section 
61 does not apply, as such property had 
never been used partly only for the pur- 
pose of producing assessable income. Mr. 
O’Neill’s comments referred to above 
are particularly forceful in this case, as 
they are supported by the wording of 
Section 61. 


Example 4. 


Assuming the same set of circum- 
stances as in Example 3 except that 
during the year of income ended 30 
June, 1960, the car was used wholly for 
business purposes, the depreciation allow- 
ance should be calculated on the original 
cost of £1,000, i.e., the depreciation 
allowable should be 224% of £1,000 
=mz £225. 


The complications referred to above 
will not arise where the taxpayer had 
exercised the option under Section 
56(1)(b) to have the depreciation allow- 
ance calculated on the prime cost. In 
that case, the notional depreciation allow- 
ance is always calculated on prime cost, 
but where Section 61 applies, the tax- 
payer will cease to be entitled to de- 
preciation allowance when the total of 
notional depreciation allowances equals 
the original cost of property. 


Example 5. 


Taxpayer acquired a motor car on 1 
July, 1954, at the cost of £1,000. During 
the years of income ended 30 June, 
1955 to 1959, the car was use wholly for 
private purposes. As from the year of 
income commencing 1 July, 1959, the 
car is used 50% for business purposes. 
The taxpayer exercised the option under 
Section 56(1)(b). 
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The position is doubtful where the 
property, having been initially used 
partly only for the purposes of producing 
assessable income, is used during the 
year of income wholly for the purposes 
of producing assessable income. If 
Section 61 applies, then depreciation 
allowance should be calculated on the 
notional depreciation value; if this section 
does not apply, then it should be cal- 
culated on original cost. This problem is 
discussed in greater detail below. 


Disposal, etc., of Property 

Section 59(1) provides that where any 
property, in respect of which depreciation 
has been allowed or is allowable is dis- 
posed of, lost or destroyed at any time 
in the year of income, the depreciated 
value of the property at that time, less 
the amount of any consideration re- 
ceivable (i.e., balancing allowance) shall 
be allowable deduction. 


If that consideration receivable exceeds 
that depreciated value, Section 59(2) pro- 
vides that the excess, to the extent of 
depreciation allowed and allowable (i.e., 
balancing charge) shall be included in the 
assessable income of that year. 


Depreciated value is defined by Section 
62 as the cost of the unit less the total 
amount of depreciation allowed or allow- 
able in respect of that unit. 


Section 61 which deals with deprecia- 
tion of property used only partly for 
producing assessable income, is limited to 
deductions otherwise allowable under 
Section 54 or Section 59 and does not 
therefore affect the calculation of a 
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balancing charge under Section 59(2), 
which is not a deduction. (8 C.T.B.R. 
(N.S.) 76). It does, however, apply to 
the calculation of a balancing allowance 
under Section 59(1), which is a deduc- 
tion. (Anderson’s Case, supra). 


The balancing charge is therefore de- 
termined by reference to the actual de- 
preciated value as defined by Section 62, 
whilst the balancing allowance is deter- 
mined by reference to the notional depre- 
ciated value. 


When property which has been during 
the year of income only partly used for 
the purpose of producing assessable in- 
come is disposed of, lost or destroyed, 


then the following alternatives are pos- 
sible: 


(a) Where the consideration receivable 
exceeds the actual depreciated value, 
the whole amount of excess con- 
stitutes the balancing charge and is 
assessable in full (or subject to op- 
tion under Section 59(2A) ). 


(b) Where the consideration receivable 
does not exceed the actual depre- 
ciated value but exceeds the notional 
depreciated value, there is no balan- 
cing charge or allowance. The tax- 
payer therefore does not include 
any amount in his assessable income 
nor is he entitled to any deduction. 


(c) Where the consideration receivable 
is less than the notional depreciated 
value, the amount of the balancing 
allowance is apportioned according 
to the use of property and the 
appropriate portion is an allowable 
deduction. (If the use of the pro- 
perty for business purposes varied 
from year to year, apportionment is 
made on the basis of total depre- 
ciation allowed and not allowed. 
(See Example c(ii) below). 


Example: 


The motor car referred to in Example 
1 was disposed of by the taxpayer on 
30 June, 1960, for: (a) £900 or (b) 
£650 or (c) £500. The effect of this 
disposal on the taxpayer’s taxation 
liability is as follows: 








(a) £ £ 
Consideration receivable ... 900 
Less Actual depreciated value: 

Cost oats ’ 1,000 

Less Depreciation actually 

allowed 200 800 

Assessable (balancing charge) 100 
(b) 
Consideration receivable 650 
Actual depreciated value (as 

in (a) above) Res 800 
Notional depreciated value: 

Cost 1,000 

Less Notional depreciation 399 = 601 





Taxpayer not entitled to any deduction nor 
is any amount includea in his assessable in- 
come. 


(c) (i) 
Consideration receivable 500 
Notional depreciated value (as in (b) 


above) oes : 601 
Balancing allowance ' 101 





Allowable deduction (12 of £101) 52 


(c) (ii) 

Assuming the same set of circumstances as 
under (c) above, except that during the year 
of income ended 30 June, 1960, the motor 
car was used 75% for business purpose, the 
allowable deduction will be: 


£ £ 
Balancing allowance 101 
Depreciation allowed 243 
Depreciation not allowed . 156 
Notional depreciation 399 
Allowable aeduction 
£243 
— x £101 
62 





There is no precedent for a case where 
property which had been previously used 
partly for business and partly for private 
purposes is disposed of during the year 
of income in which it was used wholly 
for business purposes. Applying the 
principles mentioned above the position 
appears to be as follows: 


The balancing charge is determined by 
reference to the actual depreciated value 
(see Example 4). 


As regards the balancing allowance, 
two alternatives appear to be possible, 
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depending on whether Section 61 applies 
in this case or not. If the opening words 
of Section 61: “Where the use of any 
property by the taxpayer has been only 
partly for the purpose of producing as- 
sessable income” mean in effect “has 
been at any time during the taxpayer’s 
ownership and use of the unit”, then 
Section 61 applies and the balancing 
allowance should be calculated by re- 
ference to the notional depreciated value. 
If, on the other hand, the opening words 
mean “has been during the year of in- 
come”, as was suggested in another con- 
nection by Mr. R. E. O'Neill in 8 
C.T.B.R. (N.S.) 77, then Section 61 does 
not apply and the balancing charge is 
calculated by reference to actual depre- 
ciated value. The reasoning in Ander- 
son’s Case appears to favour the first 
alternative, but it does not create the 
precedent, as in that case the unit of 
property had been used partly only for 
business purposes from the time of ac- 
quisition to the time of disposal. 


Where the taxpayer exercised the op- 
tion under Section 59(2A), the balancing 
charge cannot be set off against the cost 
or depreciated value, as the case may be, 
of property used partly only for the pur- 
pose of producing assessable income, as 
Section 59(2B) provides that the cost 
or depreciated value of a unit of pro- 
perty shall not be reduced unless at the 
end of the year of income the unit is 
used wholly for the purpose of producing 
assessable income. 


Conclusion 


Although Anderson’s Case determines 
clearly the standards to be used by the 
Commissioner in the exercise of his dis- 
cretion under Section 61, many uncer- 
tainties exist concerning their application, 
mainly because of the inadequacy of the 
Section. Firstly, Section 61 applies to 
deductions only and not apparently to 
balancing charges and secondly the 
meaning of the words “has been used” 
is ambiguous. Until these two matters 
receive judicial interpretation or Section 
61 is reconstructed, the present difficul- 
ties will continue. 
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Tax Agreement 


Australia-New Zealand Double 





By D. C. WILKINS, B.Com., A.A.S.A. 


An agreement for the avoidance of double taxation on incomes 
flowing between Australia and New Zealand was signed by repre- 
sentatives of both countries on 12 May 1960, and subsequently 
approved by the Australian and New Zealand Parliaments. 


AS had previously con- 
cluded double taxation agreements 
with the United Kingdom, the United 
States of America and Canada. This 
agreement with New Zealand is there- 
fore a further step towards the establish- 
ment of satisfactory tax arrangements 
with countries having trade and business 
relationships with Australia, and follows, 
in substance, the form of agreement for 
the relief of double taxation that has 
been used by many countries throughout 
the world. 


Commencing Dates 


The Australia-New Zealand Double 
Tax Agreement applies from the begin- 
ning of the Australian income year 
ended 30 June, 1960, and the New 
Zealand income year ended 31 March, 
1960. Although the agreement may be 
terminated by either party at the end of 
five years, it is, of course, contemplated 
that it should operate indefinitely. 


Taxes Affected by the Agreement 


In Australia, the Agreement applies to 
income tax and social services contri- 
bution including undistributed profits tax 
payable by private companies. In New 
Zealand, the Agreement applies to in- 
come tax, including social security income 
tax, and the excess retention tax payable 
by companies. 


Industrial or Commercial Profits 
(Article IIT) 


The industrial or commercial profits 
derived by an Australian resident (that 
is, a person who is a resident of Austra- 
lia and is not a resident of New Zealand) 
shall not be subject to New Zealand tax 
unless the Australian resident carries 
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on trade or business in New Zealand 
through a permanent establishment in 
that country. If a permanent establish- 
ment does exist in New Zealand, New 
Zealand income tax may be charged on 
the income arising from sources in that 
country. This income should then be 
exempt from Australian tax under 
Section 23(q) of the Australian Income 
Tax Assessment Act. 


Conversely, a New Zealand resident 
will not be subject to Australian tax on 
his industrial or commercial profits unless 
he carries on business in Australia 
through a permanent establishment in 
this country. If the New Zealand enter- 
prise operates through a permanent 
establishment in Australia, income derived 
from sources in Australia will be subject 
to Australian tax. The New Zealand 
Income Tax Act will operate to exempt 
this income from liability to New 
Zealand tax. 


The special provisions of the New 
Zealand tax law will continue to apply 
to profits arising from the renting of 
motion picture films, and from insurance 
with non-residents of New Zealand, and 
the Australian tax provisions relating to 
film businesses controlled abroad and to 
insurance with non-residents will also be 
unaffected by the Agreement. 


A “permanent establishment” includes 
a branch, agency, office, factory, mine, 
quarry, oil well, agricultural, pastoral and 
forestry property, construction project or 
the use of substantial equipment. The 
following arrangements will not of them- 
selves, however, constitute a permanent 
establishment: 
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(a) the carrying on of business through 
an agent or broker who receives a 
customary rate of commission; 


(b) the use of a place of business 
maintained exclusively for pur- 
chasing; 


(c) the existence of a subsidiary com- 
pany; 

(d) the employment of an agent, 
unless the agent has authority to 
enter into contracts for his 
principal or maintains a stock of 
goods from which orders are 
regularly filled. 


Where a permanent establishment, for 
the purpose of the Agreement, does exist, 
the profits attributed to it shall be such 
as would arise if it were independent of 
its head office; the “arm’s length” 
principle applies. The Australian Tax 
Commissioner may apply Section 136 of 
the Income Tax Assessment Act to 
determine a taxable income of a business 
carried on in Australia, which is con- 
trolled principally by non-residents and 
produces less profits than might be ex- 
pected to arise from the particular 
business concerned. 


An enterprise in Australia or New 
Zealand which sells goods that are manu- 
factured, assembled, processed, packed 
or distributed in the other country by 
an associated enterprise in that other 
country shall be deemed to be carry- 
ing on business by means of a permanent 
establishment in that country. For 
example, profits arising from the manu- 
facture, etc., of goods in New Zealand 
which would otherwise be taxable in that 
country may, by arrangement between 
the parties, accrue to the enterprise in 
Australia which sells the manufactured 
goods, and if the Australian enterprise 
has no permanent establishment in New 
Zealand, that profit would be exempt 
from New Zealand tax. This provision 
in the Agreement, by deeming the selling 
company in Australia to have a perma- 
nent establishment in New Zealand where 
its associated enterprise undertakes the 
manufacture, etc., will enable New 
Zealand to tax the profits accruing to 
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the Australian company which arise from 
the manufacture etc. in that country. 


Even though an Australian or New 
Zealand resident has a permanent estab- 
lishment in the other country, profits 
arising from the sale of goods shall not 
be attributed to the permanent estab- 
lishment simply because the goods were 
purchased in that other country. For 
example, if an Australian resident who 
has a permanent establishment in New 
Zealand, buys goods in New Zealand and 
sells them in Australia, the profit on the 
sale would not be attributed to the 
permanent establishment in New Zealand, 
but would be taxed in the country in 
which the sale was made (Australia) and 
would be exempt from tax in the country 
in which the goods were purchased (New 
Zealand). 


Inter-connected Enterprises (Article IV) 


Mention was made above of the dis- 
cretion granted to the taxing authorities 
of Australia and New Zealand to deter- 
mine profits which would be expected 
to arise if the permanent establishment 
were independent of its head office. 


A similar right of allocating profits 
between enterprises in the two countries 
concerned in the Agreement is provided 
where — 

(a) an Australian or New Zealand 
enterprise participates in the 
management, control or capital of 
an enterprise in the other country, 
or 
the same persons participate in the 
management control or capital of 
an enterprise in each of the 
countries, and 
(c) the commercial or financial 

arrangement between the two 
parties are not what would be 
expected if they operated independ- 
ently, at “arm’s length”. 


(b 


— 


If profits other than what have been 
disclosed are deemed to accrue to an 
entetprise in either Australia or New 
Zealand, because of the operation of this 
right of determination of profit on an 
arm’s length basis, such profits will be 
taxed as income having its source in the 
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ACME VISIBLE 


RECORDS EQUIPMENT 


(Entirely Manufactured in Australia) 


The Simple Acme 
Invention 


In whatever type of 
business activity 
you are interested 
RETAILER 
MANUFACTURER 
AGENT 
WHOLESALER 
BANKING 
INSURANCE 
GOVERNMENTAL 
PUBLIC UTILITY 
ORGANISATIONS 
PROFESSIONAL 


Acme Visible Records Equipment provides for you one of the most con- 
venient methods of operating business records. 


The Acme Visible Records Cabinet is a lifetime investment providing lasting 


protection for your records. 


Suitable for almost all types of records, Acme Visible Records Cabinets 


are particularly valuable for— 


STORES RECORDS — TIME PAYMENT RECORDS — PERSONNEL RECORDS 
and other records that have constant daily use. 

For the smaller user, or the small quantity records, Acme Visible Records 
Card Books offer the advantages of Acme in lesser capacity units. 

A telephoné call or note to your nearest Kalamazoo office will, without 
obligation, bring you the attention of our representative. 


Kalamazoo (Aust.) Ltd. 


SYDNEY. NEWCASTLE. 


BU 4571. B 1890. 


ADELAIDE. 
W 4197. 


WOLLONGONG. MELBOURNE. 
P.O. Box 152. MU 5934. 
PERTH. 
BA 7239. 
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| This amazing new device 
. reduces carbon consumption by 
90% when used in conjunc- 
tion with J. J. Miller’s 
Continuous Stationery. It not 
only allows complete use of the 
carbon, and so eliminates all 
waste, but also ensures 
clean, legible copies at all 
times. Many thousands of 
typed forms can be produced 
from the one roll of carbon 
paper. Time-consuming carbon 
changes are almost entirely 
eliminated. 

For further information, Can be fitted to a wide 
ring, write or call... range of typewriters F 


J. J. MILLER PRINTING COMPANY PTY. LTD. 


19-27 Grant Street, Clifton Hill, Melbourne. Telephone: 48-1181 
Offices in all States 
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country in which they are deemed to 
accrue, and under the existing legislation, 
will be exempt from tax in the country 
of residence of the enterprise concerned. 


Shipping and Aircraft Profits (Article V) 

Profits derived by an Australian 
resident from the operation of ships or 
aircraft registered in Australia will be 
exempt from New Zealand tax, and 
profits derived by a New Zealand 
resident from the operation of ships or 
aircraft registered in New Zealand will 
be exempt from Australian tax. 
Dividends (Article V1) 

Dividends paid by a New Zealand 
resident company to a shareholder who 
is not a resident of Australia will not 
be subject to Australian tax. 


Section 44(1)(b) of the Australian 
Income Tax Assessment Act provides 
that dividends paid to a non-resident of 
Australia are subject to Australian tax 
to the extent to which the dividends are 
paid out of profits derived by the com- 
pany from sources in Australia. This 
Article of the Agreement will override 
this sub-section of the Act, in the case 
of dividends paid by a New Zealand 
resident company; any such dividend 
paid to a non-resident of Australia will 
be exempt from Australian tax even 
though some part of the profits out of 
which the dividend was paid may be 
derived from an Australian source. 


Dividends paid by an _ Australian 
resident company to a shareholder who 
is not a resident of New Zealand will 
not be subject to New Zealand tax. 

Under the existing New Zealand tax 
law, such dividends are subject to New 
Zealand tax if the shares are on a New 
Zealand share register. This Article of 
the Agreement will ensure that whether 
: or not the shares are on a New Zealand 
share register, the dividends will be 
; exempt from New Zealand tax; they 
will however be taxed in Australia, 
subject to the provisions of Section 44 
of the Act. 


Limitation of Tax on Dividends 
(Article VII) 
Dividends paid by a company which 
is a resident of Australia to a New 
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Zealand resident who is not engaged in 
trade or business in Australia through 
a permanent establishment in . this 
country will be subject to Australian tax, 
but the rate will not be higher than 
15%. 


The Agreement has the effect of 
limiting the amount of Dividend (With- 
holding) Tax on dividends paid by an 
Australian resident company to a New 
Zealand resident shareholder to 3/- in 
the £. If an election is made by the 
New Zealand shareholder to have the 
Australian dividends assessed in the nor- 
mal way, the Australian tax charged will 
not exceed 15% of the dividend; it may, 
of course, be charged at a lower rate, for 
example, in the case of an individual 
New Zealand shareholder who receives 
only a small amount of dividends from 
Australia. A credit will then be allowed 
for the withholding tax deduction from 
the dividend. 

Dividends paid by a company which 
is a resident of New Zealand to an Aus- 
tralian resident who has not a permanent 
establishment in New Zealand will be 
subject to New Zealand tax, but at a 
rate not exceeding 15%. 


Such dividends will also be taxed in 
Australia at normal Australian tax rates, 
and a credit will be allowed of the New 
Zealand tax charged, at the rate not in 
excess of 15%. 


Remuneration of Government Employees 
(Article VIII) 


The official remuneration paid to Aus- 
tralian and New Zealand Government 
employees who are stationed in the other 
country and who are not resident in that 
other country except for the purpose of 
performing their official duties, will not 
be subject to tax in that country, but 
will be taxed in the country which pays 
the remuneration. 


This Article does not apply where 
the Government employee is engaged in 
a trade or business carried on by that 
Government in the other country. 


Royalties (Article IX) 
Royalties arising from copyrighted 
literary, dramatic, musical or artistic 
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works received by a resident of Australia 
or New Zealand from sources within the 
other country will be taxed only in the 
country of residence of the recipient, 
provided he does not have a “permanent 
establishment” in the country from which 
the royalties are derived. 


Motion picture or television royalties 
are specifically exempted from _ this 
Article. 


Other royalties, such as industrial or 
commercial royalties, are not affected by 
the Agreement and will be subject to 
tax in the country of source. Under 
the present tax laws of Australia and New 
Zealand, such royalties will be exempted 
in the country of residence of the 
recipient. 

Annuities (Article X) 

A pension or purchased annuity 
derived by a resident of Australia or 
New Zealand from a source within the 
other country which is subject to tax in 


the country of residence will be exempt 
from tax in the country of source. 


Other annuities, such as those paid by 
trust estates or settlements, are not 
covered by the Agreement, and would 
normally be taxed by the country of 
source and exempt from tax in the 
country of residence of the recipient. 


Remuneration for Personal Services 
(Article XI) 


An Australian resident individual will 
be exempt from New Zealand tax on 
remuneration for personal or professional 
services performed by him in New 
Zealand in any income year if: 

(a) he is in New Zealand for six 

months or less during that income 
year, 


(b) the services are performed for an 
Australian resident employer or 
principal, and 

(c) the remuneration is subject to Aus- 
tralian income tax. 

Conversely, a New Zealand resident 
individual will be exempt from Austra- 
lian tax on remuneration for personal or 
professional services performed by him 
in Australia in any income year if: 
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(a) he is in Australia for six months 
or less in that income year, 

(b) the services are performed for a 
New Zealand resident, 

(c) the remuneration is subject to New 
Zealand tax. 


This Article will have the effect of 
simplifying the taxation liabilities on 
income derived during short business 
visits to New Zealand by Australian 
resident, or vice versa. 


Income derived by stage, motion 
picture, television or radio artists, 
musicians or athletes are excluded from 
the operation of this Article of the Agree- 
ment. 


Teachers (Article XII) 


A professor or teacher who is a 
resident of Australia or New Zealand 
and who visits the other country for 
a teaching assignment for a period not 
exceeding two years will not be subject 
to tax on the remuneration earned in 
the country visited. The country in 
which the teacher is resident would 
charge tax on that remuneration. 


Tax Credits (Article XIII) 


Where income derived by a resident 
of Australia or New Zealand is subject 
to tax both in the country of source 
and the country of residence of the 
recipient, a credit will be allowed against 
the tax charged in the country of resid- 
ence of the tax charged in the country 
from which the income was derived. 


At present, this double taxing of 
income would occur only in relation to 
dividends derived by a resident of Aus- 
tralia from a New Zealand company. 
Income derived by a resident of New 
Zealand from a source in Australia 
which is subject to tax in Australia is 
not taxed in New Zealand, and income 
(other than dividends) derived by a 
resident of Australia from a source in 
New Zealand which is subject to tax 
in New Zealand is exempt from tax in 
Australia (Section 23(q) of the Austra- 
lian Income Tax Assessment Act). 


Dividends received by a resident of 
Australia from a New Zealand company 
would be subject to tax in New Zealand 
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(limited to 15% of the dividend) and 
would be taxed in Australia (Section 
44(1)(a) ) subject to a credit of the New 
Zealand tax paid in respect of the 
dividend. 


Article XIII(3)(a) provides that profits, 
remuneration or other income for 
personal or professional services per- 
formed in one of the countries concerned 
in the Agreement shall be deemed to be 
income derived from sources in that 
country. Such income would therefore 
(subject to the provisions of Article XI) 
be taxed in the country in which the 
services are performed, and if at any 
time the country in which the individual 
resides charges tax, a credit for the tax 
imposed by the country of source would 
be appropriate. 


Non-Assessable Income — New Zealand 
(Article XIV) 
Some classes of income which are 


exempt from tax in New Zealand are 
included in the New Zealand taxpayer’s 





total income for the purpose only of 
arriving at the tax rate to be charged 
on the other income derived. This 
Article provides that if any New Zealand 
income is subject to New Zealand tax 
in the hands of a resident of Australia, 
the rate charged will not be determined 
with reference to any other income which 
is exempt from New Zealand tax under 
the agreement. 


Exchange of Information (Article XV) 


The tax authorities of Australia and 
New Zealand may exchange information 
relating to the tax affairs of any taxpayer 
which may be necessary for the purpose 
of administration of the Agreement, to 
prevent fraud or to facilitate the operation 
of statutory provisions against avoidance 
of taxes. The information so obtained 
will be treated as secret, except to the 
extent to which it may have to be dis- 
closed to a Court or reviewing authority. 
No information relating to trade secrets 
or trade processes may be exchanged. 





Notes on Selected Tax 


DEMOLITION OF TEMPORARY 
INSTALLATIONS 


The cost of a temporary bar and 
toilet facilities in the course of 
effecting alterations to a hotel was 
held to be of a capital nature, not 
allowable as a deduction under 
Section Sl of the Income Tax 
Assessment Act. 


The taxpayer company owned a hotel 
which was leased to a licensed victualler. 
The lease agreement provided that in 
addition to the payment of rent by the 
lessee, he had also to pay to the com- 
pany additional amounts calculated with 
reference to the cost to the company of 
any rebuilding alterations or additions to 
the hotel premises which the Licensing 
Court required to be made. 
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Cases 
By D. C. WILKINS, B.coM., A.A.S.A. 


The Licensing Court indicated that, 
to comply with the requirements of the 
Licensing Act, extensive repairs and 
alterations to the premises would have 
to be effected; it was decided, after 
examining the costs involved in the work 
which needed to be done, that it would 
be cheaper and more effective to demolish 
the old building and erect a new hotel. 


While the rebuilding was in progress, 
the company, in order to preserve the 
licence, had to provide a temporary bar 
and toilet facilities, which were later 
demolished when the new hotel was 
completed and occupied. A new lease 
was then granted to the licensee, at a 
progressively increased rent. 


The company claimed a deduction for 
the expenditure incurred on the tem- 
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porary bar and toilet facilities, as an 
outgoing necessarily incurred in pro- 
ducing the rental income, contending 
that the rental received was preserved by 
the provision of the temporary installa- 
tions. Further, it was stated that the 
expenditure was directed towards “main- 
taining, protecting, safeguarding or pre- 
serving” the business entity, the profit- 
yielding subject, the income-producing 
capacity of the hotel, that it was not of 
a capital nature and added nothing to 
the hotel assets. 


The Commissioner took the view that 
the demolition and rebuilding of the 
hotel and the erection of the temporary 
facilities were all undertaken to preserve 
the value of the goodwill attaching to 
the property as a hotel, and the cost of 
the work was therefore of a capital 
nature. The expenditure concerned was 
incurred to enable the business to 
continue while rebuilding was in progress 
so that it was not incurred in deriving 
income, but in enabling income to be 
earned. 

The Board of Review, in 8 C.T.B.R. 
(N.S.) Case 102, considered that the cost 
of the installation of the bar and toilet 
accommodation was part of the total 
capital expenditure involved in the re- 
building of the hotel; the fact that the 
facilities erected were temporary was not 
regarded as important. The expenditure 
was incurred “not only for the purpose 
of preserving and protecting the com- 
pany’s business, but also — if not mainly 
—to enable the replacement of the 
hotel premises, the _ profit-yielding 
subject”. It was decided that the costs 
involved were of a capital nature and 
not allowable under Section 51. 


SOLICITOR’S BOOK DEBTS 


Book debts owing to a solicitor 
whose returns had been prepared on 
a cash basis, and received subsequent 
to his entering into partnership with 
another solicitor, were treated as 
assessable income when received. 


The assets of the taxpayer’s business 
included £7.001 book debts, which were 
acquired by the partnership which took 
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over his practice. No assets were 
brought in by the other partner, but it 
was agreed that when funds were avail- 
able, he would pay to taxpayer an amount 
equal to one-third of the value of the 
assets contributed by taxpayer. 


The Commissioner assessed the tax- 
payer on the whole of the amount of 
£7,001, as representing the net amount 
received for the sale of book debts. 
Subsequently, the assessment was 
amended to include as assessable income 
only the amount of those book debts re- 
ceived by the taxpayer in the year in 
which the partnership was formed, and 
the assessments for the two subsequent 
years included the amounts actually re- 
ceived in those years. 


Before the Board of Review, in 8 
C.T.B.R. (N.S.) Case 103, considerable 
attention was devoted to the question 
whether the Commissioner had the 
power to depart from his original assess- 
ment of the book debts in the year in 
which the partnership was _ created. 
Alternatively, it was claimed that there 
had been no capitalisation or dealing with 
the book debts either by the taxpayer 
or on his behalf or as he directed so as 
to make the debts assessable income 
because of the operation of Section 19 
of the Act. 


The Board was satisfied that the 
action of the Commissioner in recon- 
sidering the years in which the book 
debts should be included as income was 
authorised by Section 170(7). This sub- 
section permitted amendments consequent 
upon the Commissioner’s decision on 
the taxpayer’s objection azainst the 
assessment of the debts in the year in 
which his assets, including the book 
debts, were taken over by the partner- 
ship. 

Further, it was held that at the time 
the partnership was formed, the out- 
standing book debts were, within the 
terms of Section 19, either capitalised 
or dealt with by being brought into the 
partnership. The book debts so 
capitalised or dealt with were then 
regarded as having been derived in the 
years in which they were received. 
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The Chairman (Mr. W. M. Owen) 
said: “The liability to assessment for 
tax cannot be avoided by a taxpayer 
whose returns are on a cash basis by 
disposing of the rights to collect such 
book debts for valuable consideration 
from some other party. Because the 
Commissioner admittedly acted in the 
first instance under the belief that the 
terms of Section 19 deemed the whole 
of the book debts to have been derived 
in the year the partnership took them 
over, he is not estopped thereby from 
amending the assessment to another basis 
as the result of an objection lodged by 
a taxpayer. Section 170(7) is full 
authority for such amendment”. 


Section 170, which concerns the 
amendment of assessments, had no 
application to the original assessments 
of the two subsequent years in which 
part of the book debts were included. 


PAYMENTS MADE TO SEAMAN ON 
DISCHARGE 


The Board of Review considered 
the application of Section 26(d) of 
the Income Tax Assessment Act to 
amounts received by a seaman on 
being discharged from various ships 
on which he was employed. 


The taxpayer had during one year ful- 
filled five engagements on four different 
ships. The payments on discharge made 
to him under the Seamen’s Award on 
two occasions were the subject of a refer- 
ence to the Board of Review, reported 
in 8 C.T.B.R. (N.S.) Case 105. 


The Award provides that, on discharge, 
payment must be made at the rates pre- 
scribed in respect of weekly time-off not 
previously granted, and also provides for 
payment in lieu of annual leave calcu- 
lated at the rate of a half day’s pay for 
each completed month of continuous 
service. On the two occasions con- 
sidered by the Board, amounts had been 
received for time-off not granted, and 
in lieu of pro rata annual leave. 


The taxpayer claimed that both 
amounts received were pdid in a lump 
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sum in consequence of retirement from, 
or the termination of, an office or em- 
ployment, and were therefore taxable to 
the extent of 5% only, in accordance 
with the provisions of Section 26(d) of 
the Act. 


At the hearing before the Board, the 
representative of the Commissioner 
suggested that the decision given might 
have wide application to persons engaged 
in seasonal or casual employment, where 
the employee moves from one employer 
to another. In its particular application 
to amounts paid to seamen on discharge 
from their ship, it appeared to be a test 
case. 


During the income year concerned, 
the taxpayer’s engagements varied from 
27 days to about twelve weeks, and, in 
between engagements he received nothing 
in the way of attendance money or other 
payment from the shipowner. On each 
occasion in which he was employed on 
a ship, he signed the ship’s articles at 
the commencement of his service, and 
received a certificate of discharge at the 
end. 


The Commissioner took the view that 
having regard to the sequence of tax- 
payer’s “engagements and disengagements 
in his vocation as a seaman”, there had 
been no retirement from, or termination 
of, any office or employment within the 
meaning of Section 26(d). A retire- 
ment, he considered, consisted of a 
relinquishment of an office or employ- 
ment associated with an intention not to 
resume it, and a termination of employ- 
ment should also possess those two 
features. Taxpayer’s employment, the 
Commissioner contended, was not his 
particular engagement on a particular 
ship but rather was his employment as 
a seaman; his employment in that sense 
did not terminate because he changed 
ship. 


The Board was of the opinion that 
termination of taxpayer’s employment did 
take place on the two occasions 
concerned. The question of retirement 
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from employment did not need to be 
considered. The “employment” of the 
taxpayer was understood as being the 
contractual relationship existing between 
him and the shipowner on whose ship 
he served, and therefore on each occasion 
when he received his discharge there was 
a termination of that employment, in 
terms of Section 26(d). 


The question to be considered was 
then whether both of the amounts 
received by the seaman on his discharge 
were paid “in consequence of” the 
termination of his employment. The 
Board considered that the termination 
of the employment was not the circum- 
stance which was the effective cause of 
the payment for time-off not previously 
granted. The time of payment of this 
amount had merely been brought forward 
because of the termination of his employ- 
ment; if time-off had not been given 
the amount due would have been paid 
in the same character. “The paying of 
the amount at that time was adventitious, 
rather than ‘in consequence of’ the 
termination of his employment; there 
was not a causal but merely a casual 
relationship between payment of the 
amount and the fact of termination of 
his employment”. The Board decided 
therefore that the payment for time-off 
did not fall within Section 26(d). 


On the other hand, the Board con- 
sidered that the amounts the taxpayer 
received in lieu of annual holidays were 
in each case paid in consequence of the 
termination of his employment. The 
payment of cash in lieu of leave could 
arise only if the employment was 
terminated; while he remained in the 
service of his employer annual leave 
would normally be taken and paid for 
at normal rates, but if termination of the 
employment intervened before the paid 
leave was taken, a cash substitute for 
leave was authorised by the award. The 
Board decided therefore that the amount 
paid in lieu of pro rata annual leave 
was related to taxpayer’s discharge from 
the ship and was paid in consequence of 
the termination of his employment within 
the terms of Section 26(d). 
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TAX PRACTICE 

The assets of a retail drapery 
business carried on by Smith included 
book debts amounting to £750. The 
business was sold to Jones, who paid 
£650 for the outstanding debts. 
Jones, who then conducted the busi- 
ness, collected £600 only from the 
debtors taken over from Smith, and 
wrote off the remaining £50 as a 
bad debt. What is the tax position 
concerning the loss of £100 suffered 
by Smith, and the loss of £50 suf- 
fered by Jones? 

Section 63 of the Income Tax 
Assessment Act provides for a de- 
duction for bad debts which are 
written off as such during the year 
of income and have been brought to 
account by the taxpayer as assessable 
income of any year. Smith received 
only £650 for the book debts 
amounting to £750, but this aspect 
of the disposal of the business did 
not amount to the writing off of any 
bad debts, but rather the sale of a 
capital asset at a discount. There- 
fore, as no part of the debts were 
at that time bad debts, and they were 
not written off as such, Smith should 
not obtain a deduction for the £100 
under Section 63, even though the 
debts had been brought to account 
as assessable income in a previous 
year. 

Jones could not collect £50 of the 
book debts taken over, and wrote 
this amount off as a bad debt. How- 
ever, these debts had not been 
brought to account by Jones as as- 
sessable income in any year, so that 
the full requirements of Section 63 
have not been satisfied, and no de- 
duction under that section should be 
allowed to Jones. A deduction for 
the loss of £50 would be allowed 
only if Jones could establish that the 
book debts were acquired for the 


| express purpose of profit-making by 


their realisation. This does not ap- 
pear to be the case, according to the 





information given. 
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Overseas Journals 


Current Problems Discussed in 





Notes prepared by members of the teaching staff in 
the Department of Accounting, University of Melbourne. 


Accounting Principles 


In the U.S.A., the expression “generally 
accepted accounting principles” is an 
integral part of the standard form of 
auditors’ reports on published financial 
statements. In “Relation of Acceptance 
to Accounting Principles”, an article 
appearing in the March issue of The 
Journal of Accountancy, George R. 
Catlett suggests that general acceptance 
is not necessarily the best test of the 
soundness of accounting principles and 
that the emphasis should be placed on 
their soundness, with acceptance follow- 
ing as a matter of course. 


Accounting Reports 


Advanced tools and techniques, such 
as electronic computers, integrated data 
processing, and operations research have 
influenced the reporting of financial data 
to management. A. H. Smith, “Report- 
ing to Management—New Frontiers for 
the 1960’s”, N.A.A. Bulletin, April, em- 
phasizes their impact on accounting in- 
formation and its presentation to man- 
agement. In “Take Your Top Manage- 
ment to a Picture Show”, J. S. McCosker 
in N.A.A. Bulletin, April, describes the 
experience of one company in supple- 
menting its financial statements in con- 
ventional form with the projection of 
slides on the screen to show the com- 
pany’s latest financial developments to 
its top executives. 


Auditing 

“Audits of Insurance Companies” are 
discussed by Walter L. Schaffer in The 
Journal of Accountancy, March. He 
considers that for insurance companies, 
supplementary statements should be pro- 
vided for shareholders in addition to the 
conventional statements required by 
statute. 
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Professor H. Greenwood discusses 
“The Liability of the Auditor” in The 
South African Accountant, March. Pro- 
fessor Greenwood concentrates on current 
thought rather than on_ traditional 
precepts emerging from “famous” cases. 
To widen the field for testing current 
opinion, a short questionnaire was sent 
to Professors P. Garner (U.S.A.), W. T. 
Baxter (U.K.), K. F. Byrd (Canada) and 
Sir Alexander Fitzgerald (Australia). 
The questionnaire covered the contentious 
issues of personal attendance at stock- 
taking and degree of responsibility, the 
auditor’s liability for non-discovery of 
embezzlement where the auditor is 
appointed in terms of the Companies Act, 
the liability of a professional firm which 
acts as “secretary”, and the tacit accept- 
ance of responsibility which the com- 
mercial community has wrongly assumed 
to be included in the statutory duties of 
the auditor. The answers to the question- 
naire showed a wide divergence of 
practice and opinion, leading the author 
to the conclusion that “confusion to the 
point of chaos as to the auditor’s respon- 
sibility for the detection of fraud, 
exists . . .” and that “the profession does 
not appear to know exactly what all of 
its responsibilities are .. .” 


In the April issue of the New York 
C.P.C. Journal, J. J. Fox discusses the 
“Audit of the Cost System” from the 
viewpoint of the external auditor. He 
analyses the objectives of such an audit 
and shows how the external auditor may 
make constructive suggestions on cost- 
ing procedures to his client. The com- 
plete audit would normally involve tour- 
ing the client’s plant, reviewing internal 
financial statements and analytical cost 
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reports, reviewing company accounting 
manuals, and preparing system outlines. 


Budgeting 

“Cash Forecasting: The Four Methods 
Compared” by William E. Mitchell ap- 
pears in The Controller, April. Ample 
illustrations prove that differences be- 
tween the methods are in form of presen- 
tation, the modified funds statement be- 
ing the form preferred by the author. 
Simple techniques for projecting future 
levels of trade debtors, inventory and 
accounts payable balances are demon- 
strated in the article. 


Business Games 

In The Journal of Accountancy, 
March, Charles W. Bastable discusses 
“Business Games, Models and Account- 
ing”. He suggests that business games 
and similar models may be constructed 
for use in evaluating the application of 
an accounting principle or method. 


Costing 

In the N.A.A. Bulletin, March, F. W. 
Fehr in “Some Points to Watch in 
Studying the Fluctuation of Cost with 
Volume” considers the classification of 
costs into fixed and variable costs, and 
discusses methods of determining how 
the variable costs alter with volume. 


The Accountant, 5 March, contains an 
article on ‘“Funnctional Cost Centre 
Analysis”, by Harry Dugdale, who dis- 
cusses the classification of cost centres 
as an important part of the process of 
installing management accounting tech- 
niques. 


Credit Control 


The system of exchange of credit 
information by commercial firms in the 
U.S.A., through co-operative bureaux, is 
an endeavour to economise effort and 
control the vast volume of credit trading. 
The system is described by Kenneth S. 
Most in an article entitled “Credit Protec- 
tion and Control in the U.S.A.” appear- 
ing in the March issue of The Account- 
ants’ Journal (U.K.). 
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Direct Costing 


The failure to determine a full cost 
for pricing purposes is often listed as a 
disadvantage of direct costing, but W. 
Wright, “Direct Costs are Better for 
Pricing”, N.A.A. Bulletin, April, con- 
siders that direct costing has many ad- 
vantages. He illustrates the manner in 
which direct costing data can be used for 
making long-range and day-to-day pric- 
ing decisions. 


Independence 


The Journal of Accountancy, April, 
contains an article by Hussein A. Sharaf 
and R. K. Mautz on “An Operational 
Concept of Independence” in which the 
authors suggest and analyse three opera- 
tional tests of an auditor’s independence, 
viz., independence in relation to prepar- 
ing audit programmes, determining the 
extent and manner of investigation, and 
preparing and submitting reports on his 
investigation. 


Integrated Cost Accounts 


The process of integrating the cost 
and financial accounts and the simplified 
accountancy work which follows are de- 
scribed by G. B. Souster, “Integrated 
Accounts”, in The Cost Accountant for 
April. 


Office Management 


An O. and M. Adviser, writing on 
“Running the Smaller Office”, The Ac- 
countant, 23 and 30 April, makes a 
number of suggestions, particularly on 
office layout, the application of which may 
prove of assistance in improving office 
conditions and output. 


Overhead Costs 


Robert E. Miller, in The Journal of 
Accountancy, March, asks “Who Should 
Pay the President's Salary?”. As a 
es answer to the problem of 
allocating general overhead costs the 
author describes a combination basis 
which he developed for a large holding 
company which seems to offset many 
of the disadvantages of using any single 
element, such as sales. 
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AUTOMATION COMES TO THE DESK TOP WITH THE NEW 


CALCULATORI. 


The Automation desk figuring machine is here . . to clip hours 
from each day’s work . . . to slash overhead costs. 

It’s the new Monro-Matic Calculator. 

This compact, convenient machine with Monroe’s time-tested 
single keyboard design is totally automatic, responds instantly to 
a light touch, controls itself. Automation gives split-second 
answers to every kind of figuring problem from the simplest to 
the most complex. Small wonder operators who know, prefer 
Monroe. And businessmen pick the Monro-Matic as a preferred 
investment for lowering figuring costs and for assurance against 
obsolescence. 





FUNCTIONAL-COLOR CONTROLS 
Green control keys to multiply, red to 
divide. Only one of the many Monroe 
exclusives that speed figuring, increase 
production, simplify operator’s work. 
30 DIFFERENT MODELS from which to choose — so 
you do not pay for features you'll never use. Illustrated is the 8N-213. 
% automatic three factor mu'tiplication automatic decimal indication 
% automatic individual and accumulated results yy automatic instantaneous 
division alignment 











NEW THREE YEAR PURCHASE PLAN AVAILABLE FOR ALL MODELS 


The “Man from Monroe” will be pleased to demonstrate any model on your 
desk on your particular problem. 


* 


OFFICES THROUGHOUT AUSTRALIA lf you're in business you need 
Melbourne: 34.6191. Sydney: BM6231. 


Adelaide: W 1589. Brisbane: FAIO2I. Business Equipment PTY LTD 


Perth: 23.3558. Hobart: 87339. 


Sole Australian Agents for Mercedes Accounting Machines and Royal Typewriters. 
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Announcing . . . 
STUDY AIDS FOR ALL CANDIDATES 


The College has made available for all Candidates the 
services indicated below 


Model Answers have been prepared as follows:— 
Australian Society of Accountants 

The questions with answers as prepared by the College are usually available for dis- 
tribution about four weeks after the examination session closes. The model answers to 
Commercial Law A, Commercial Law B, and Stage 3 Auditing and Business Investigations 
have been prepared for all examinations since October, 1956. The model answers to all 
other subjects have been published for all examinations since April, 1954. 


Students are advised to buy the Model Answers to the subjects for which they still 
must sit so that the answers will be at hand for convenient reference when preparing for 
the more advanced subjects. Separate model answers booklets for each examination session 
at 5/- each, post free, except Income Tax Answers which are 4/- each, are published as 






























follows— 

(1) Stage 1 Accounts and Auditing. (5) Income Tax Law and Practice. 

(2) Company Law and Company Accounts. (6) Auditing and Business Investigations. 
(3) Commercial Law ‘A’ and ‘B’. (7) Advanced Accounts—Part ‘A’. 

(4) Monetary Theory and Practice. (8) Advanced Accounts—Part ‘B’. 


Australasian Institute of Cost Accountants 


The College has published Model Answers to the examinations conducted by the 
Institute in May, 1957; October, 1957; May, 1958; October, 1958; May, 1959; October, 
1959; and May, 1960. 


The five papers for each examination session are bound in one set—price 10/- each 
volume, post free. ; 
Remittances should accompany orders with exchange added where necessary. 


CORRESPONDENCE STUDENTS 


Students who intend to study by Correspondence may enrol at any time. The non- 
refundable fee payable for correspondence instruction in the technical subjects for the 
three sections of the examinations of the Australian Society of Accountants and the 
Institute of Chartered Accountants in Australia is £85 cash paid at enrolment or £95 by 
extended payments. It has always been our policy to charge a fee which, whilst enabling 
us to give excellent service to our students, will still be within the means of the average 
ambitious student. One of the methods by which the College maintains its efficient service 
at a reasonable fee is to dispense with salesmen and outside representatives whose job it 
would be to persuade students to enrol. Obviously if such were employed the students 
would have to pay higher fees to remunerate the salesmen. We depend upon the enthusiastic 
recommendations of our present and past students to bring new~students to the College, 
and this method has proved eminently successful. 


COMMONWEALTH INCOME TAX 


The College publishes in four volumes a course dealing with income tax which includes 
the legislation consolidated to 31 July, 1960. 

The up to date authoritative and brief explanations follow immediately after the sections 
to which they relate thus contributing to convenient reference and easier study. As the 
texts are on the loose-leaf principle it is a relatively simple matter for the subscriber to keep 
the notes up to date if he wishes. 


The price for the four volumes is £5/5/0d. post free. 
Further information i to our educational service gladly given free 


RAEI MN Te I LT A GD Wi Ai el Mi a! TITER 


without obligation. 
A. E. SPECK Commercial College 
138 FLINDERS STREET, MELBOURNE MF 4648 
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Responsibilities* 


The Reserve Bank—Its Role and 


By J. G. PHILLIPS, B.Ec., 
Deputy Governor, Reserve Bank of Australia. 


IRSTLY I might remind you that 
central banks on the whole are a 
fairly new development in the world, at 
least for most countries. Of course, some 
of the central banks are among the oldest 
institutions still in existence under their 
original names. The Bank of England, the 
Riksbank in Sweden, the Bank of France 
and some others are very ancient bodies, 
but, until this century, it was really only 
in the older countries of Europe that 
central banks existed. I think there was 
probably only one outside Europe at the 
beginning of this century. 

With the decline in colonialism, the 
growth of nationalism in newer countries 
and, more particularly, with the accept- 
ance by the governments of most coun- 
tries of some responsibility for the 
economic progress and welfare of their 
communities, central banks have grown 
and have been accepted by most coun- 
tries as a mecessary part of their 
machinery of government. 


I think in the past it used to be said 
that any new country needed a flag and 
a national anthem in order to feel re- 
spectable. Nowadays most of them seem 
to feel they need a central bank as 
well. 


Two examples of the change over the 
last forty or fifty years in this field might 
be interesting. A week or two ago, there 
was a meeting in London, called by the 
Bank of England, of the governors of 
central banks of the British Common- 
wealth countries. There were twelve re- 
presentatives present, including those 
from some of the newly independent 
countries, such as Ghana, Malaya and 
Nigeria. If the Bank of England had 





* An address delivered to members of the 
N.S.W. Division of the Australian Society of 
Accountants at a luncheon held on 15 June. 
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thought of calling ‘such a meeting, say, 
forty-five years ago, there would not 
have been anybody to invite. There would 
have been no other central bank in the 
British Commonwealth. 


In the same way, if the Federal Re- 
serve Board in Washington now called a 
meeting of central banks in the American 
continent, the present attendance would 
be somewhere about twenty, but if such 
a meeting had been contemplated fifty 
years ago, there would not even have 
been anyone to call the meeting, much 
less anyone to atiend it. 

In view of this growth in the numbers 
of central banks around the world, it is 
reasonable to ask what sort of functions 


does a modern country see for its central 
bank. 

I think three main functions may be 
distinguished, although the relative im- 
portance of them varies considerably in 
different countries, particularly according 
to the stage of development of the 
country concerned. 

The first one is as an aid to economic 
stability. One of the main functions of 
a central bank is to do its share in seeing 
that the availability of money and the 
availability of credit is adequate, but 
not more ‘than adequate, to provide 
economic stability and aggregate levels 
of demand for resources not in excess of 
the supply. Of course the central bank 
cannot do this by itself. At best it can 
control only part of the field, and its 
action is only one of the factors opera- 
ting. It is essential that there should 
be other suitable policies operating within 
the community at the same time, and I 
am thinking here particularly of suitable 
fiscal and budgetary policy on the part 
of the government, and appropriate 
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policies in relation to the balance of 
payments. 

The second function that may be dis- 
tinguished for central banks is as an aid 
to economic progress and development. 
This is perhaps of the greatest importance 
in the newer countries, the less developed 
countries. As you know, the banking 
system is the principal mobiliser of 
savings in the community, and the oil 
which enables the machinery of the 
economic system to work smoothly, but 
in many of the newer countries banking 
habits are not developed, and in many 
cases banking facilities are quite in- 
adequate. In many of those countries, 
the central bank has been given the 
task of trying to develop the banking 
system, in some cases of actually pro- 
viding banking facilities itself in places 
where the commercial banks do not 
operate, and generally of seeing that the 
financial machinery is developed to assist 
in the growth and progress of the 
country. 


Thirdly, the central bank may be 
regarded as the representative of the 
government in the financial field. The 
government needs a_ specialised and 
technically competent body or institution 
to carry out many of the functions which 
are in a sense government functions, but 
which can be more efficiently carried 
out by a separate institution. The central 
bank is in a good position to maintain 
close contact with the other banks, the 
commercial banks and savings banks, and 
with other bodies in the financial world. 
It is also in a good position to be a 
source of information and advice for the 
government in this field, and a channel 
for the dissemination and interpretation 
of financial policy and information. 


With that brief outline of the general 
functions of central banks nowadays, I 
might come to the position in Australia 
and say first that the general obligations 
and duties of the Reserve Bank of 
Australia, as the central bank, are stated 
in the Reserve Bank Act as follows: 


“It is the duty of the Board (of 
the Reserve Bank), within the limits 
of its powers, to ensure that the 





monetary and banking policy of the 
Bank is directed to the greatest ad- 
vantage of the people of Australia, 
and that the powers of the Bank . . 
are exercised in such a manner as, 
in the opinion of the Board, will 
best contribute to (a) the stability 
of the currency of Australia; (b) 
the maintenance of full employment 
in Australia; and (c) the economic 
prosperity and welfare of the people 
of Australia.” 


That is the fundamental charter of the 
Reserve Bank—to direct its policy to the 
greatest advantage of the people, to do 
its best within the limits of its powers 
to maintain stability of the currency, full 
employment and economic prosperity and 
welfare. 


These functions, this role, are spelled 
out in the banking legislation of 1959, 
which came into force on January 14 of 
this year. But of course the origins of 
the Reserve Bank go back for forty-odd 
years to when the Commonwealth Bank 
was first established and started business 
in 1913. 

At that time the bank was a com- 
mercial bank and a savings bank with 
really no central bank functions worth 
speaking of. During the first World War 
it developed its central banking side a 
little through assisting the Commonwealth 
Government in raising war loans, pro- 
viding the registries for the loans and 
generally acting as the financial agent of 
the Commonwealth. In 1924, the Board 
was given full control of the note issue. 
In the depression of the early °30’s, its 
central banking functions developed 
further with the mobilisation of gold and 
foreign exchange, its acceptance of re- 
sponsibility for the exchange rate and in 
other ways, but it was not really until 
World War II that the Commonwealth 
Bank became fully a central bank in the 
present sense. 


That full development arose par- 
ticularly from the powers it was given 
under the 1941 Wartime Banking Control 
Regulations, which were later consoli- 
dated in the Act of 1945. There were 
subsequent amendments in 1951 and 
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1953, and of course the Act which now 
operates, the Reserve Bank Act of 1959, 
constituted the Reserve Bank as a com- 
pletely separate institution with a separ- 
ate board and separate staff from that 
of the Commonwealth Trading, Common- 
wealth Savings and Commonwealth 
Development Banks, and changed the 
name of the Commonwealth Bank to the 
Reserve Bank of Australia. 


So the Reserve Bank, although it is a 
new institution, in name, really has its 
roots spread back over the last forty- 
seven years or so, with the central bank- 
ing functions growing and developing 
over that period, and particularly in the 
last fifteen years or so. 


In carrying out its role as the central 
bank, it might be worth considering 
separately its relations with governments, 
the banking system and the non-bank 
financial community. 


Firstly, it is the banker and financial 
agent for the Commonwealth, and is 
also the main banker for four of the 
six State Governments. It is required, 
under its Act, to keep the Common- 
wealth Government informed of its 
monetary and banking policy, and there 
is machinery provided for settling any 
conflict which may arise between the 
policy of the Bank and that of the 
Government, and for settling it in a way 
which ensures that the Government’s 
policy will prevail. 

Provision on these lines, though 
changed somewhat in form, have been 
there for fifteen years and fortunately 
have not yet had to be used. 


Since an appropriate monetary policy 
is not enough by itself to achieve the 
aims of the Bank in maintaining stability 
and so on, it is essential that Govern- 
ment policy and the policy of the Central 
Bank should work together in harmony, 
and therefore that the liaison between the 
Government and the Central Bank should 
be a close one. 


In many ways, the Bank acts as finan- 
cial agent for the Commonwealth 
Government—in the raising and ser- 
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vicing of Commonwealth loans, in the 
operation of the Stock Registries, in mak- 
ing and collecting payments for the 
Government overseas. It also controls 
the exchange rate, it has the exclusive 
right of note issue and prints all Aus- 
tralian notes, stamps and other security 
documents. It is the custodian of the 
gold reserve of Australia and of the 
official holdings of international currency. 
It may fix rates of exchange for foreign 
currencies and it operates the exchange 
control. In addition, the Bank operates 
extensively in the Commonwealth bond 
market. Its operations here are both of 
significance to the Government in relation 
to its borrowing and also a means of 
influencing the money supply and the 
state of credit and liquidity in the com- 
munity. When the Central Bank buys 
securities from the public, it increases 
the supply of money in the community. 
When it sells them it reduces the supply. 


Together with the National Debt 
Commission, the Bank is a _ constant 
buyer of small quantities of government 
securities on the “on change” market, 
which helps to give stability to the 
market, to maintain a ready market for 
small sellers or small buyers and gener- 
ally to iron out chance fluctuations. It 
is not normally the concern of the Bank 
to try to counter major movements in the 
bond market. 


As well as these small operations “on 
*change”, the Bank is a very substantial 
dealer “off change” in government securi- 
ties—it buys and sells some hundreds 
of millions of pounds every year. That 
is mainly in response to requests from 
brokers and money market dealers, and 
the willingness of the Bank to act as a 
sort of ultimate buyer or ultimate supplier 
of government securities gives added 
depth and stability to the bond market, 
makes for ready marketability of bonds 
and generally ensures that investors in 
Commonwealth securities have a market 
and have a supply. 

In relation to the banking system, the 
Reserve Bank of course has many func- 
tions. I suppose the first one which 
should be mentioned is its function of 
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controlling or regulating the availability 
of bank credit. The major instrument 
here, in a quantitative sense, is probably 
the statutory reserve deposit accounts, 
the former special accounts. In terms of 
the legislation, banks are required to 
lodge funds with the Reserve Bank, and 
they may not withdraw those funds 
without the permission of the Reserve 
Bank. By varying the amount in these 
accounts, the Reserve Bank can increase 
or reduce the liquidity of the trading 
banks and therefore their ability and 
willingness to lend. This is probably the 
major instrument in the hands of the 
Reserve Bank at present for controlling 
and influencing the liquidity of the banks. 


Of course, there are many other 
things which also increase or reduce 
the liquidity of. the trading banks. If 
the Government runs a surplus in its 
budget, that will reduce the liquidity of 
the trading banks. If there is a deficit 
in the balance of payments, that will 
reduce liquidity, while a surplus overseas 
will increase it. As I said earlier, the 
Reserve Bank’s operations in the govern- 
ment security market also affect the 
liquidity of the banks. 

I have been speaking of the quan- 
titative control of bank credit. The 
Reserve Bank also has powers of quali- 
tative control in the sense that it can lay 
down a policy for the banks to follow 
in the type of loans they can make. 
As many of you know, during the war, 
there was such a policy in quite detailed 
terms. The banks were given lists of 
sectors of the economy to which they 
could lend freely, other sectors where 
there were restrictions, other sectors again 
where they should not lend at all. So it 
was a fairly detailed and extremely 
bothersome control, which may have been 
necessary in wartime, but which every- 
body was glad to see go. In recent years 
the Reserve Bank has left the banks 
very nearly free to choose to whom they 
shall lend. There is little qualitative 
control now. 


The third means by which the Reserve 
Bank can influence the. supply of bank 
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credit is in many ways the most im- 
portant one, and I think ideally would 
certainly be the most important one, and 
that is through consultation, advice and 
co-operation with the banks. We do have 
close relations with the trading banks. 
We meet them frequently, and we con- 


sult with them. In many ways that is 
the best way of influencing banking ac- 
tion, though of course the statutory powers 
have some importance also. 


Then the Reserve Bank has the power, 
with the approval of the Treasurer, to 
make regulations laying down the rates 
of interest which banks may pay or 
charge on their banking business. At 
present, and for some years past, no 
such regulations have been made, and at 
present the rates which the banks pay 
and charge are fixed by agreement be- 
tween the Reserve Bank and the banks. 
In saying that, I would like to make 
clear that I do not suggest that that 
agreement is necessarily voluntarily 
reached by the trading banks. I do not 
wish to suggest that they are not to some 
extent acting under duress. 


Thirdly, the Reserve Bank is the 
holder of the cash reserves of the bank- 
ing system. It is the ultimate source of 
cash, and the only ultimate source of 
cash. It is a lender of last resort to the 
banks. As well as the statutory reserve 
deposit accounts which the banks cannot 
draw on freely, they all maintain current 
accounts with the Reserve Bank, which 
they use largely for settlement of clear- 
ing transactions and the like, and these 
accounts form an important part of 
their cash. 

Savings banks also hold a substantial 
part of their liquid assets on deposit with 
the Reserve Bank. The Reserve Bank 
also provides cash for the banks by 
re-discounting Treasury bills, by buying 
government securities and, in the last 
resort, by lending to the banks. 


Finally, speaking of the relations be- 
tween the Reserve Bank and the banks, 
I mention the protection of bank de- 
positors. The duty is laid on the Re- 
serve Bank to protect the depositors in 
banks. The Reserve Bank has power to 
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300 BURROUGHS Adding Machines 
give Woolworths their figure facts ... fast! 


Woolworths, like any other business — big or 
small — needs figure facts today as never before. >» 
They have met this demand by using Burroughs 
Adding Machines and Burroughs Calculators. e 


Now is the time for you to find out how these 
machines will speed transactions . . . simplify 
your figuring problems . . . produce the complete 


figure facts your business needs — when it needs Burroughs 


them — and save you money as well. 





Your best buy is a Burroughs, whether you Call or write to— 
want it for a little figuring or a lot. And with 
Burroughs machines you can rely on efficient BURROUGHS LTD. 
nation-wide service in all situations ... normally 49 Miller Street, North Sydney, N.S.W. 
on your premises . . . saving you the biggest ‘Phone XB5831 


expense of all — idle office staff. oven 
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investigate the affairs of a bank which 
is in difficulties, and ultimately to take 
control of and manage the affairs of a 
bank which may be unable to meet its 
obligations. Fortunately, again, no use 
has been made of those provisions since 
they were put into legislation in 1945. 


It might perhaps be worth noting here 
that the Reserve Bank has no similar 
powers and no similar responsibilities in 
relation to depositors with non-bank in- 
stitutions, except in the case of short- 
term money market dealers. 


Now we come to the relationship of 
the Reserve Bank with the rest of the 
financial community, other than the 
banks. It is traditional of course that 
central banks were the government’s 
bank, and the banker’s bank, and there- 
fore most of the legislation is written in 
those terms. But at the same time, with 
the growth of specialisation in the finan- 
cial world, and with the added maturity 
and sophistication of financial machinery 
in Australia, it is important, if a suitable 
monetary policy is to be carried out, 
that there should be closer links between 
the Reserve Bank and the rest of the 
financial community. Some of these 
have been developed. The Reserve Bank 
has, for example, close and formal re- 
lationships with the authorised dealers 
in the short-term money market and acts 
as a lender of last resort to them as 
well as to the banks. It has fairly close, 
though mostly informal, relationships with 
stock exchanges and brokers, with various 
other financial institutions such as life 
assurance companies and pastoral finance 
houses, and with other large users of 
credit such as the semi-governmental 
authorities, water boards, electricity 
bodies and the like. These relationships 
are all of great importance to the Re- 
serve Bank. -Its contacts with other 
sections of the financial world are grow- 
ing somewhat, but probably need to be 
developed further. 


If the Bank is to carry out the duties 
laid down for it by Parliament, and is to 
have a suitable policy, it is obviously 
important that it should be well informed 


The Australian Accountant, August, 1960. 





about the state of the economy and 
about the likely future growth of the 
economy, particularly over a short period 
ahead. Mainly for this reason, the Bank 
seeks the help of a wide range of people 
in commerce, manufacturing and pri- 
mary production and seeks to get their 
views and their comments about the 
current state of the nation. 


As well as trying to keep itself in- 
formed in this sort of way, and in many 
others, it does, to some extent, act as a 
channel for promoting the growth of 
economic knowledge and its dissemina- 
tion. It makes comments and publishes 
facts in its annual reports, statistical 
bulletins and supplements and in various 
other publications. It also does some- 
thing in assisting to finance economic 
research in the universities and it pro- 
vides substantial amounts of money each 
year through the rural credits development 
fund for research and extension work in 
the promotion of primary industry. 


The Reserve Bank still retains the 
Rural Credits Department, which pro- 
vides large amounts of _ short-term 
seasonal finance to marketing boards, 
and to co-operative associations of pro- 
ducers, to assist in the processing and 
marketing of primary products, such as 
wheat, barley, dairy products, dried 
fruits, and tobacco. 

In conclusion, I may come back to 
my earlier quotation of the Bank’s duties 
—to ensure, within the limits of its 
powers, that its policy will be to the 
greatest advantage of the people of 
Australia and will contribute to the 
stability of the currency, full employment 
and to economic prosperity and welfare. 


Although its powers are limited, and 
monetary and cre ‘it policy alone cannot 
achieve these des ‘able objectives with- 
out appropriate p licies and actions in 
other fields, nor »f course without a 
“little bit of luck”. the best chance for 
the success of the policies is in a com- 
munity which understands what is the 
job that the Central Bank is trying to do, 
and which combines with that under- 
standing some measure of goodwill and 
co-operation. 
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The Problem of Valuation in Annual Financial 
Statements and the Relationship 


of the Auditor’s Report 


By W. J. STEWART, B.A., B.Com., A.A.S.A., 


Associate Professor of Accountancy, University 
of New South Wales. 


ALANCE sheet valuation has almost 

become a contradiction in terms. 
We teach our accounting students that 
a balance sheet is not a valuation state- 
ment, and the term “net worth” has 
practically disappeared from elementary 
teaching of the balance sheet. As ac- 
countants, we have already performed 
semantic somersaults in our usage of 
such terms as reserves, provisions, stock 
and capital, but there seems to be increas- 
ing Opposition to the accountant’s notion 
of valuation in relation to the balance 
sheet. In describing the balance sheet, 
some venturesome souls use “Statement 
of Financial Position” and other meaning- 
ful phrases which might suggest its 


purpose; but others still adhere to the 
technical term “balance sheet” which is 
ideal to cover an increasing awareness of 
its limitations. 


The Balance Sheet’s Decline in 

Importance 

In the past the balance sheet held pride 
of place among the published financial 
reports. It still does in the requirements 
of Australian Company Law, and must 
continue to form an essential part of 
reports by management to those whose 
funds they administer in a fiduciary 
capacity. This is particularly true in those 
forms of trust accou ting in which the 
administrator is obli ed to maintain a 
given fund intact and report on how that 
fund is held or inves! 4. But the balance 
sheet, by itself, has t :n found inadequate 
for business undert-kings in which the 
actions of managemcnt are not subject to 
many of those restrictions imposed on 
other trustees. Operating stewardship is 





ased on an address delivered at a conven- 
tion of the N.S.W. Division of the Society held 
at Bathurst, in November, 1959. 
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involved, and the commonly accepted 
method of evaluating the overall use of 
funds is by the measurement of periodic 
income. It is doubtful whether currently 
defined profit is a refined measure of 
operational efficiency, but it does have 
legal sanction as the upper limit to divi- 
dend payments, and in its dual capacity 
it forms a necessary aspect of company 
reporting. 


Accountants have been attaching in- 
creasing in:portance to the determination 
of income. No one can doubt its im- 
portance, and some revolt against over- 
emphasis on the balance sheet was 
inevitable. But there were other factors 
involved. In a period of rising prices, 
the profit came to be of more current 
significance than a balance sheet with 
outmoded values, and the matching pro- 
cedure which became basic to income 
theory has been used to provide an 
explanation and a justification of the 
fixed asset values appearing in the 
balance sheet. According to the text 
books “. . . it is becoming increasingly 
recognized that the balance sheet, though 
it has important uses in itself, is in effect 
a by-product of the preparation of the 
profit and loss statement, which is the 
more significant statement of the two.” 
In explaining the nature and limitations 
of the balance sheet we read that it “is 
simply the modern form of the ‘balance 
account’ which, in the early days of 
double entry bookkeeping, was prepared 
at irregular intervals as a step in the 
transfer of ledger balances from an old 
ledger, which had been filled, to a new 
ledger”. 





1. Analysis and Interpretation of Financial 
Statements. Sir A. A. Fitzgerald, p. 24, 2nd 
edition (Butterworth). 


The Australian Accountant, August, 1960. 


LS Rinet eat hi AR OE. Gc COTE shes 


pie Lie oe 














Asset Valuation 


The assets shown in a balance sheet 
have two main, but quite distinct, bases 
of valuation, each having its origin in 
the application of the historical record 
convention. In theory, at least, the line 
of demarcation between the application 
of these two bases of valuation is the 
point of sale. Fixed assets, stock and 
prepayments have their value derived 
from the original cost at which they were 
acquired. But the point of sale provides 
a transaction document which forms the 
basis of valuation of the claims to cash 
which result from sale. 


Before Point of Sale 


Outlay of capital or borrowed funds is 
usually required before revenue can be earned. 
Merchandise must be acquired, fixed assets 
installed and running expenses incurred. These 
are all valued at the cost shown in the 
purchase document. When revenue is earned 
cost remains the basis of valuation of these 
assets, but their future value to the business 
is reduced in the process of earning revenue. 
The asset “Stock on Hand” is reduced with 
each item of mercandise sold. Expenses and 
the long-term expenses known as fixed assets 
are said to be matched with the revenue which 
they are thought to produce, and the un- 
absorbed cost of these assets is retained in 
the balance sheet as a deferred charge against 
future revenue. This residual amount, which 
the layman looks at as an indication of market 
value, is, to the accountant, an unrecovered 
or unexpired cost. The accountant regards 
it as a by-product of the matching procedure, 
but many laymen feel that it would often be 
better to describe it as a “waste product”. 
There is, however, common agreement that 
these assets, which are held to use, should 
not be valued at what they will realize, except 
when liquidation is imminent. 


After Point of Sale 


Assets such as bills receivable and sundry 
debtors derive their value from a sales trans- 
action. When a sale takes place, assets valued 
at cost are reduced. Stock on hand would 
be reduced by the cost of the merchandise 
sold. But, on the other hand, the sale results 
in the increase*in the asset cash or in the 
claims to cash—the net change in asset values 
representing the profit or loss adjustment to 
shareholders’ funds. The claims to cash are 
held for realization. Realization of these 
claims is a necessary aspect of the business 
cycle. That they should be valued at market 
value is in keeping with the continuity con- 
vention. Provision must be made for debts 
considered uncollectable to reduce sales to 
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the revenue that will be realized and accounts 
receivable to the value which will, in fact, 
materialize. Our valuation of this group of 
assets is not questioned. Criticism is cen 
on the assets which we value at original cost, 
it being claimed that some of our fixed assets 
seem to be valued at “ab-original” cost. 


Total Assets 


In the balance sheet assets valued on these 
two distinct bases are added together to give 
“Total Assets”. We must be well aware that 
such a total has limited mathematical sig- 
nificance. In a period of changing price levels, 
the amounts added together will be expressed 
in different money units— a fact which further 
invalidates the total and modifies the sig- 
nificance of the balance sheet equation, and 
the value which it places on the shareholders’ 
equity. 

An Example—Stock Valuation 

The asset which illustrates most clearly the 
confused state of our thinking is that of “Stock 
on Hand”. It also serves to bring out some 
of the problems involved in valuation of the 
fixed assets. 


Although stock is normally classified as a 
current asset, it will have been noted that, un- 
like most of the other current assets, it 
derives its value from a cost transaction, and 
the application of the historical record con- 
vention would require that it be valued at 
cost. In this respect, it is similar to prepay- 
ments. However, there is an almost universal 
practice of valuing stock at cost or market 
value, whichever is the lower. 


As far as the published reports of 
companies are concerned, this stock 
valuation rule has the sanction of the 
leading professional organizations. In 
their desire for some uniformity, these 
accounting bodies have set up commit- 
tees to provide “authoritative guidance” 
to members. The Chartered Institute of 
England and Wales insists that the only 
authority possessed by such statements 
is that which results from their “general 
acceptability”, and insists that the form 
of published statements is, subject to any 
legal requirements, a matter within the 
discretion of directors.2 The authorita- 
tive statements provide no rational justi- 
fication for acceptance of the stock 
valuation rule. The English Institute 
just states that “stock in trade is a 
current asset held for realization. In the 
balance sheet it is, therefore, usually 





2. Inventory Valuation—Jean St. G. Kerr, The 
Australian Accountant, June, 1956, p. 244. 
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shown at the lower of cost or market 
value”. That stock is a current asset is 
hardly a reason for using this rule be- 
cause, apart from short term investments, 
stock is the only current asset to which 
the rule applies. The American Institute 
argues that the rule ensures that only the 
“useful” cost of the stock on hand will 
be carried over to a future period. The 
Dominion Association of Chartered Ac- 
countants (Canada) offers no reason for 
acceptance of the rule. 


Whilst there is agreement as to the 
acceptance of the rule, there is much 
difference of opinion as to its interpreta- 
tion. These differences relate to: 


Interpretation of “Cost” 


Cost is taken by all to include duty payable 
and inward freight, and in the case of manu- 
factured goods, to exclude selling and general 
administrative overhead and fixed charges 
related to idle or excess plant. Beyond this 
point there is less agreement. Inventory valued 
on the basis of direct (variable) cost is accept- 
able to the English Institute, but not to the 
American Institute. It had the approval of the 
American Accounting Association, but has 
since been rejected by a majority decision of 
the 1957 committee of that body. A Canadian 
bulletin also expresses opposition to the omis- 
sion of “an ordinarily applicable share of 
overhead properly chargeable to production.” 


Methods of Charging out “Costs” 


These professional bodies list methods of 
charging inventory costs against revenue. In 
addition to average cost there are FIFO, LIFO 
and other methods which, in their abbreviated 
form, must sound rather quaint to the lay- 
man. Although the various methods can pro- 
duce quite different results, the only guide 
given as to their use, is that the method 
selected should “show a fair view of the 
trend of results”, and that LIFO should be 
used where sale prices are promptly influenced 
by reproductive costs. I feel certain that there 
are not sufficient differences between firms 
and industries to justify the variety of methods 
suggested. In practice, the present use of LIFO 
seems to be mostly determined by its ac- 
ceptability for tax purposes. 


Meaning of “Market Price” 


Market price has an equally wide range 
of interpretations. The English Institute favours 
net realisable value of the stock, whilst the 
American Institute prefers current replace- 
ment cost, so long as it is not greater than 
net realizable value nor less than net real- 
izable value reduced by an allowance for 
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“an approximately normal profit margin.’ 
The Canadians have offered no definition of 
“market price.” 


Disclosure of Anticipated Loss 


In 1945 F. R. M. de Paula advocated that 
stock on hand should be valued at cost and 
that from this amount a provision for antici- 
pated loss should be subtracted to reduce it 
to the lower of cost or market value. Such 
disclosure is probably intended by the English 
Institute, but it is only recommended by the 
American Institute “when substantial and un- 
usual losses result” from the application of 
the rule. 


The use of market realizable worth as 
the basis of stock valuation means taking 
the point of purchase as the point at 
which gains or losses are recognized, 
Current practice accepts this notion when 
it produces a conservative result, but 
adheres to point of sale for the recog- 
nition of profits. It is doubtful whether 
this half-baked liquidation concept can 
really be reconciled with determination 
of income in a going concern. 


It should be apparent that there is 
some lack of uniformity in the standards 
or principles of stock valuation provided 
by these authoritative bodies. They leave 
room for considerable latitude in valua- 
tion, and yet they provide little in the 
way of sound reasons for the wide range 
of bases which they suggest. Further- 
more, there can be no guarantee that, in 
practice, valuation is kept within the 
wide boundaries laid down by the pro- 
fession. 


The Companies Act of New South Wales, 

1936 : 

The N.S.W. Companies Act requires 
that a company shall “distinguish between 
the amounts respectively of the fixed 
assets and the floating assets, and shall 
state how the values of each class of 
assets have been arrived at”. Group 
totals would satisfy this requirement if 
there were any single basis of valuation for 
all the items in each group, but where 
items within the group have different 
bases of valuation, it could well be neces- 
sary to follow the current practice of 
stating each item separately along with 
its basis of valuation, but there are no 
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legal decisions to suggest that this degree 
of compulsion can be read into the Act. 


Australian companies acts have never 
set more than minimum requirements, 
partly because they are intended to leave 
the way open for the progress and deve- 
lopment of accounting. However, I 
doubt whether the profession or the 
leading audit firms have, generally, suc- 
ceeded in obtaining for shareholders much 
more information than the letter of the 
law requires. “At or under cost” is 
barely a statement of how the value of 
stock has been arrived at. The cost or 
market rule narrows the field a little, but 
there are few cases where stock is stated 
at cost with a disclosed deduction of the 
anticipated loss resulting from the use of 
market value. “At cost or revaluation” 
is often used for fixed assets without indi- 
cation of the date or source of the new 
valuation. It would not be unreasonable 
to expect a note stating that land and 
buildings had been valued at 80% of 
the Valuer General’s figure. Equally 
noticeable is the absence from finance 
company reports of any indication of the 
length of time for which hire purchase 
debtors are outstanding, or of the time 
before liabilities must be met. 


Accounting for Price Changes 


In U.S.A. the post-war period of infla- 
tion has been marked by widespread use 
of LIFO. It has resulted in lower tax- 
able income and a lower profit which has 
often been intended to discourage wage 
demands, but it has also been used to 
provide a better measure of profit by 
matching current costs with current 
revenue. 


LIFO only succeeds in providing a 
more current measure of profit at the 
expense of the balance sheet, in which 
the “first in’, or most out-of-date stock 
value must be recorded. In fact, it is 
impossible to adhere to the historical 
record convention and have both reports 
expressed in current values. American 
accountants admit that LIFO is unsatis- 
factory, but they claim that it is a step 
in the right direction in that it improves 
the quality of income reporting and is all 
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that is assured of acceptance by the tax- 
ation authorities and the accounting pro- 
fession. 


When they speak of LIFO as a step 
in the right direction, they have in mind, 
as their ideal, some form of accounting 
for price changes. 


The idea underlying such proposals is 
apparent to most people from their own 
experience. A house, bought in 1940 
for £1,000, may be sold today for £5,000. 
The accounting profit is £4,000, but few 
laymen would believe that £4,000 is 
available for consumption because they 
know that it will cost them approximately 
£5,000 to purchase another house similar 
to that which they sold. The element 
of real profit is negligible and its measure- 
ment is not very relevant to the situation, 
but if a replica of the house that had just 
been sold could be obtained for £4,800, 
then £200 would be a more reasonable 
measure of profit. The underlying ideas 
are twofold: — 


(i) that capital should be continuously re- 
valued to its current worth, and 


(ii) that profit is the excess of sales value 
over replacement cost. 


The idea can be more correctly illu- 
strated in relation to a business in which 
merchandise was bought at 6/- for resale 
at 10/-. The accounting profit on each 
sale is 4/-, but if the purchase price of 
the merchandise was increased to 7/-, 
without the possibility of increasing the 
selling price, there would be two con- 
sequences — 

(i) all the unsold stock of the article 

would have appreciated by 1/-, and 


(ii) the profit, on each sale of old or new 
stock would be 3/-. This would be all 
that is available for dividend pay- 
ments because, out of every 10/- of 
revenue, 7/- must be retained for re- 
placement of the article sold—replace- 
ment being a necessary feature of ac- 
counting for a going concern. 


The general idea is that the increase in 
replacement cost of carrying a given 
amount of stock should be treated as a 
non-profit or revaluation item, and that 
profit should be determined by matching 
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current costs of replacement with sales 
price. 


Whilst we may use such a method of 
accounting as examples we persuade our 
clients not to use it, because of the abuses 
which could accompany subjective valua- 
tion. It may be that the subjective 
element would be no greater than that 
which has crept into the various modifi- 
cations of the “original cost” accounting 
which we now employ. 


Index accounting is in use in a number 
of European countries, and it is time that 
we made a definite decision for or against 
the principle involved in this form of 
accounting. Judging by the many in- 
genious subterfuges which have been 
developed for avoiding the full conse- 
quences of historical cost accounting, 
there should be quite good prospects cf 
devising appropriate techniques for coping 
with the problems of accounting for price 
changes. 


Leaving aside the practical difficulties 
involved in the use of this form of ac- 
counting, let us look, at how desirable it 
is for us to produce reports which have 
current significance. The use of LIFO 
to provide a more current profit at the 
cost of less recent balance sheet values 
carries with it the implication that profit 
is all that matters. But the amount of 
profit means little without a knowledge 
of the value of the assets needed to earn 
it. It is the rate of return that matters, 
and this requires that both profit and 
asset values be in current terms. Rate of 
return provides a means of valuing the 
most important asset of all — the enter- 
prise itself. 


Existing and prospective shareholders 
are interested in the rate of return as one 
of the best indications of future prospects. 
It enables equity and note holders to 
react wisely to stock exchange prices and 
take-over bids. It is upon the well- 
informed judgment of these groups that 
a capitalist society depends for the 
allocation of its resources. 


Where sales figures are available the 
rate of return can be broken into more 
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significant ratios. These can be illus- 


trated from the following example. 





ERR A cr, aR ne £60,000 
Profit (after charging £1,000 
interest on borrowed funds) 2,000 
Assets . ; 20,000 
Borrowed funds 10,000 
Shareholders’ funds 10,000 
The rate of return on shareholders’ funds 
2,000 100 
“ — = 20% 
10,000 1 


Whether this is a good rate of return 
depends on the risk involved in the invest- 
ment. A little further information on 
this point can be gained from the extent 
to which “equity trading” contributed to 
the rate of return on shareholders’ funds. 
The more significant calculations are: 


Turnover of Assets 














_ Sales “ 60,000 3 times 
Assets 20,000 — 
Profit and Interest as a Percentage of Sales 
Profit + Interest 100 
es 
Sales 1 
3,000 100 
= xX — = 5% 
60,000 1 


The first of these two ratios indicates 
the overall efficiency with which funds 
are employed, the second indicates the 
extent to which rate of return is dependent 
on mark-up and expense control. By 
multiplying the two ratios together we get 
rate of return on total funds employed. 
Rate of Return on all Funds Employed 

3 times per year X 5% = 15% 

If the business had not borrowed half 
the funds employed at 10%, it could not 
have returned 20% on _ shareholders’ 
funds, for it is only earning 15% on funds 
employed. 


What these ratios do make apparent 
is that the profit and loss statement 
cannot be considered apart from the 
balance sheet, and that the significance 
of such ratios is lessened when the 
balance sheet values are nct reasonably 
current. I would not like to hazard a 
guess at the part played by these earning 
capacity ratios in determining the market 
value of shares. Rate of dividend, yield, 


The Australian Accountant, August, 1960. 











prospect of new and bonus issues, future 
prospects, and general business conditions 
are among the host of non-accounting 
forces involved in influencing market 
value. 


Other accounting ratios which are 
regarded as having some importance for 
lenders and investors are the ratios which 
indicate the asset backing to loans and 
to shareholders’ funds. An earlier over- 
emphasis on these ratios may have 
explained the virtue which accountants 
saw in conservatism and even the creation 
of secret reserves as a means of being 
able to guarantee that repayment would 
be possible in the event of liquidation. 


The balance sheet has never really 
escaped from the liquidation straight- 
jacket imposed on it by the creditors of 
last century. There is hope for its 
liberation in the present spate of take- 
over bids. Directors are becoming aware 
that ccnservative valuation plays into the 
hands of those who are interested in the 
assets for their going-concern value. 
Nothing is more likely to help the bid 
succeed and unseat the old directors than 
failure to keep the owners of the assets 
informed as to the current value of their 
assets. The accountant is deeply involved 
in the whole situation, and has been the 
subject of much criticism. There is an 
urgent need to face this latest challenge 
squarely, in the hope that we may 
emerge with better defined principles. 


Shortcomings of Our Published Reports 


In recent years there has been a notice- 
able imprcvement in the form and content 
of our published reports, but the need for 
continued improvement in the accounting 
content of these reports is desirable 
partly because of the increase in overseas 
funds seeking investment through our 
stock exchanges. 


The result is that our accounting 
reports are being compared, by English 
and American investors, with those which 
they receive in their own countries. In 
many respects, our annual company 
reports are likely to measure up favour- 
ably with world standards, but this should 
not be allowed to hinder our efforts to 
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short- 
Three areas in which improve- 
ment may be possible are as follows: 


correct many of their present 
comings. 


Disclosure of Turnover 


In U.S.A. the corporate franchise has been 
extended in terms of voting and in terms of 
the information upon which voting and invest- 
ment decisions are based. American investors 
will be surprised at the absence of a complete 
profit and loss statement from Australian 
reports and, more particularly, at the high 
percentage of reports in which the sales figure 
is not stated. 

The sales figure is important as a means 
of evaluating many aspects of a company’s 
activities. When sales are stated, rate of stock 
turnover and average collection delay can be 
estimated, thus giving added meaning to the 
balance sheet values for stock on hand and 
debtors. Fear of competition is given as the 
reason for not disclosing turnover. American 
companies seem to have suffered no ill-effects 
from disclosure of the sales figure. 


Profit 

The profit should be in current terms, but, 
even more important, it should be comparable 
as between firms. Now even the old degree of 
uniformity is disappearing. Profit used to be 
based on historical cost allocation, but now 
some big firms are treating asset replacement 
reserves as a cost. Such variations in the 
meaning of accounting profit undermine the 
whole system. Investors and creditors are 
forced to try and work back through the 
taxation provision to arrive at taxable income 
as their only reliable guide. The possibility of 
doing this is dependent on the accuracy of 
the estimated tax liability and on whether the 
particular companies act requires disclosure 
of the current charge. 

It is almost impossible in the case of hold- 
ing companies in which some subsidiaries have 
a loss or accumulated losses. It so happens 
that holding companies are one of the cases 
in which such a procedure is most necessary, 
for the managements of some holding com- 
panies seem to have devoted most of their 
skill to exploiting the holding company struc- 
ture as a means of concealing the real profit. 


Balance Sheet Valuation 

In Australia, the notion that a balance sheet 
should be a valuation statement does not have 
the approval of the accounting profession. 
The profession admits, as exceptions, the 
revaluations associated with capital reduction 
and with company acquisition, but, generally, 
it recommends that historical cost should form 
the basis of annual reports. In other countries 
approval has been given for varying degrees 
and methods of accounting for price changes, 
but, in Australia, there is no authoritative 
support for such proposals. Some firms are 
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using unorthodox and piecemeal methods of 
attacking the problem, but the most usual is 
by periodic revaluation. 

Surveys by Grant and Mathews in Adelaide, 
and by Chambers in Sydney, have indicated 
the extent and irregularity of such revaluations. 
Professor Chambers found that companies do 
not make revaluations till the amount of 
profit is sufficient to service the new asset 
values at something better than 6%. He noted 
inconsistency in the profit reported before and 
after the revaluations, but was impressed by 
the independence of the sources from which 
the new valuations were obtained, even though 
he found many cases in which only part of 
the increment in value was brought into the 
accounts’. 


In the absence of revaluation, the permis- 
sible methods of valuation leave room for 
considerable latitude in valuation, but the 
extent and varying degrees of revaluation 
make it apparent that the profession 
needs, at least, to aim at some degree 
of uniformity. 


The Auditor’s Responsibility 


In legal cases are recorded situations 
in which the auditor was found negligent 
in not having prevented or detected a 
defalcation. Even where the auditor 
exercises great care, it is possible for 
funds to be misappropriated in circum- 
stances which make it seem that he had 
been negligent. It is, therefore, not 
surprising that text books and auditors 
should have placed great emphasis on 
this aspect of the auditor’s duty. 


What is more important is that the 
auditor should provide shareholders with 
an assurance that the annual reports 
present a reasonable picture of the 
financial activities and position of the 
company. But this is an area in which 
the negligent performance of duty is more 
difficult to prove, and one in which the 
likelihood of legal action does not seem 
to be so great. 


In his report the auditor is required 
to use the words “true and correct”. 
It is not always realized that the statute 
requires that they be used in a very 
qualified sense. The truth and correct- 
ness are relative —relative to what is 





3. R. J. Chambers, The Implications of Asset 
Revaluations and Bonus Share Issues. The 
Australian Accountant, November, 1957. 
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contained in the books of account and 
to the information required by the auditor 
and supplied by the officers of the com- 
pany. Their meaning has been further 
modified by legal interpretation. In 
U.S.A. the words are interpreted against 
a background of “generally accepted ac- 
counting principles consistently applied”. 
Even where the law does require such 
terminology, it should be remembered 
that it is not a question of what such 
principles are, but of what the law thinks 
them to be. 


To the layman the creation of secret 
reserves represents a breach of the truth, 
but the auditor is forced to attach a 
looser meaning to the truth because he 
has to use the term to describe reports 
which contain hidden reserves. 


Accounting organizations have ex- 
pressed opposition to secret reserves in 
rather general terms, but the legal position 
is not so clear. In 1906 the Newton v. 
Birmingham Small Arms Co. case pro- 
duced the much-criticised notion that the 
auditor need not report on the existence 
of secret reserves, so long as the financial 
position is “at least as good as that 
shown”. On the other hand, in 1929, 
the Royal Mail case produced criticism 
of the existence and use of secret reserves, 
and these remarks have influenced our 
company legislation. Whether the word- 
ing of the companies acts have solved 
the problem of secret reserves is open to 
question. The relevant section of the 
(N.S.W.) Companies Act (1936) 
requires the directors’ report to state: 


“. . . the amount, if any, which they 
propose to carry to the reserve fund, general 
reserve or reserve account shown specifically 
on the balance sheet, or to a reserve fund, 
general reserve or reserve account to be shown 
specifically on a subsequent balance sheet, 
and if reserves have been drawn upon during 
the period covered by the account, the pur- 
pose for which the drawing was made and 
the amount thereof.” 


The result is that, in fulfilling his 
statutory duty, the auditor may have to 
permit some latitude in this matter. From 
a selfish and personal point of view the 
auditor has little to gain from insistence 
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on disclosure. He is intended to repre- 
sent the interests of the shareholder, but 
shareholders are not very vocal or ap- 
preciative, and they seldom bring action 
against an auditor. The auditor has 
much more to gain from being flexible 
and accommodating to the directors, 
Under such circumstances, the reason- 
ably high standard of our published 
reports must be regarded as evidence of 
the moral integrity of auditors and 
directors. 


Secret reserves have always affected 
valuation, but price changes have had 
an even greater impact. In the matter 
of valuation and revaluation, the auditor 
has little guidance and even less right to 
qualify the judgment of management. He 
still has to use the words “true and 
correct” in a sense in which their 
meaning is stretched to the utmost, for 
he has to be prepared to apply them to 
values which range from current replace- 
ment to cost or less. All that the legal 
position does is to support the auditor’s 
customary insistence on conservative 
valuation, and this does more to increase 
than to sclve the present problem. 
Beyond this, it is for the directors to 
make the factual statement, and for the 
auditor to be satisfied that there were 
reasonable grounds for the valuations 
contained in that statement. For 
instance, obsolescence and depreciation 
are matters on which he must largely 
rely upon the representations of manage- 
ment. An auditor is not required to 
substitute his opinion for that of the 
directors. The auditor cannot prevent 
revaluations that are reasonable, and he 
cannot insist on revaluation where it has 
not taken place. 


The result of this situation is that we 
have a lack of uniformity which is not 
very satisfactory for the community, and, 
in particular, for the shareholders, 
investors and creditors whose interests 
the company legislation is intended to 
protect. It is upon the basis of annual 
reports that these groups make decisions 
which could result in the loss of their 
funds. The shareholders have the right, 
but the limited possibility of resorting to 
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legal action against those who may be 
responsible for misleading them. The 
liquidator has, on occasion, taken such 
action in the interests of creditors, but, 
apart from this indirect right of actioa, 
case history would suggest that creditors 
and investors have very little chance of 
successful action. In the absence of 
fraud or gross negligence, they are not 
likely to succeed in an action against the 
directors and auditors, although, on this 
point, there is the very interesting dissent 
of Lord Justice Denning in Candler v. 
Crane, Christmas & Co. Referring to 
the accountant’s duty to take care, he 
remarks — 


“They owe the duty, of course, to their 
employer or client; and also I think to any 
third person to whom they themselves show 
the accounts, or to whom they know their 
employer is going to show the accounts so as 
to induce him to invest money or take some 
other action on them*‘.” 


This opinion helps to explain why the 
auditor becomes the butt of attacks on 
the inadequate state of company report- 
ing. Those who make the attack would 
do better to direct it at the statute, for 
even if the accounting profession had 
any definite standards, the auditor could 
easily stand in danger of infringing the 
law in attempting to maintain those 
standards. In fact, those who criticise 
the auditor have in mind the profession 
which he represents. This, in turn, is 
hardly fair because the profession, as a 
whole, is affected by the same disability. 


There are, however, a number of 
respects in which these critics are 
justified in their attack on the profession. 
The profession should spearhead the 
drive for improvement of the legislation. 
The studious efforts of members of the 
profession have helped in the framing of 
new legislation once the government of 
the day has become convinced of the 
need, but I feel that stronger pressure 
and more far-reaching changes may be 
necessary. There is the need to 
strengthen the auditor’s legal and pro- 
fessional standing. There is also the need 





4. Court of Appeal 1951 2 K.B. (64). The Times 
LR.371. 
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to provide him with a more definite body 
of principles, so that the stamp of the 
profession may become the subject of 
less criticism. 


Examination of the accounting require- 
ments of the companies acts serves only 
to show how little the law demands of 
the auditor and directors. The law has 
always been applied with a full under- 
standing of the difficult nature of the 
auditor’s task, and decisions against the 
auditor have been limited to situations 
in which there seemed to be a degree of 
negligence and incompetence which 
auditors would, generally, hope to avoid. 
There are few auditors who would think 
of their professional function in such 
negative and defensive terms. 


Most auditors share the outlook of 
enlightened managements which use their 
annual reports as means of improving 
public relations. They address their 
reports to a much wider audience than 
that for which they are supposedly 
intended. They realise that there are, 
within the firm and within the community, 
organizations and classes of people upon 
whose goodwill a company depends for 
its successful operation. They strive to 
win the confidence and co-operation of 
these groups by disclosure of the goals 
and objectives of the company. These 
managements are anxious to compete 
with the better reports of other firms — 
not only in appearance and appeal, but 
also in accounting content. In this 
technical area they welcome the advice 
of their auditors as to the best in accepted 
accounting standards. Where manage- 
ments are less receptive, the auditor must 
rely on his persuasive powers to achieve 
improvement in point of disclosure, 
design, layout, and format. Looked at 
from this point of view, the auditor is 
not an inconsequential person who makes 
green ticks and issues stereotyped reports. 
Rather, we must look to him as the 
principal independent person involved in 
ensuring that the accounting requirements 
of the companies acts have been observed, 
and that professional standards are being 
maintained and improved. 
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There are situations in which the 
auditor may have to insist upon the 
minimum legal requirements being met. 
In this, his main strength is in his threat 
to qualify his report. His actual ability 
to qualify the report can be limited by 
the fear that the directors will use their 
influence or position to have him removed 
from office. In some circumstances 
there is, in theory, a statutory and pro- 
fessional requirement that the incoming 
auditor will contact him, but, in fact, he 
may not even have this consolation. 


The auditor deserves all the assistance 
and support that the profession can 
provide. The court has expressed reluct- 
ance to “formulate rules for the guidance 
or embarrassment of business men”. The 
development of accounting standards has 
been left to the profession. In Australia, 
the Institute of Chartered Accountants 
has faced up to this demand in that it 
has published, with little modification, 
the recommendations of the parent body 
in England and Wales. 


It is the problem of valuation and, in 
particular, revaluation, which has done 
most to destroy the uniformity and 
acceptability of accounting reports. The 
profession has not objected very strongly 
to revaluation. Rather, it could be said 
that the profession has condoned revalua- 
tion without adopting any positive policy 
which would ensure reasonable uniformity 
of valuation in accounting reports. 


Even where the recommendations of 
the Chartered~ Institute are reasonably 
specific, there is some doubt as to 
whether auditors do strive to have them 
adopted. A survey conducted by Pro- 
fessor L. Goldberg covered companies in 
all Australian States over the period 
1945-54, and showed that the publica- 
tion, in 1948, of the Recommendations 
of the Chartered Institute had little effect 
on the disclosure of accumulated de- 
preciation in the reports of companies in 


‘those States where it was not required by 


statute. The recommendations were 
opposed to the creation of secret reserves, 
but the survey conducted by Mathews 
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and Grant indicated that the creation of 
secret reserves was one of the methods 
used by companies to combat the re- 
placement problems produced by infla- 
tion. In spite of these findings, it is 
my opinion that the Recommendations 
of the Chartered Institute have contri- 
buted much towards the improvement 
that has taken place in the annual reports 
of companies. They have, however, 
proved as inadequate as most American 
and English attempts to cope with price 
change problems. 


It would seem to me that one solution 
would be for a body as powerful as the 
Australian Society of Accountants to 
devote more of its resources to the 
making of a really thorough examination 
of our so-called accounting principles, 
with the object of producing some real 





5. Mathews and Grant Inflation and Company 
Finance. (Law Book Co.). 


principles which will, incidentally, cope 
with the problem of price changes. Great 
practitioners like Sir Alexander Fitz- 
gerald have long been aware of such a 
need, and have made their individual 
contributions towards the solution of the 
problem. It should be apparent that 
the principles of accounting have become 
a matter of great practical interest. 


The next matter of moment to the 
organized profession is that of seeing to 
the enforcement of whatever principles it 
has. When I think of the organized 
profession, I naturally think of the 
Australian Society of Accountants. If the 
Society is to rely on the present system, 
then it must see to it that its members are 
well informed on matters of principle, 
and that the auditor’s position is 
strengthened to the point where he 
cannot be penalised for his efforts to 
have those principles applied. 





Receiverships and Liquidations 


An address delivered by B. H. Smith to the New South Wales 
Northern Rivers District Group of the Australian Society of 
Accountants on 5 February. 


RECEIVERSHIPS 


The most common form of receiver- 
ship today is that resulting from the 
appointment of a receiver over the assets 
and undertaking of a company by a 
debenture holder pursuant to powers 
contained in a debenture deed. Usually 
the debenture holder is a bank and the 
receiver is appointed as “Receiver and 
Manager” of the company concerned but 
he is usually: referred to merely as a 
“Receiver”. 


In Australia, the banks concerned in- 
variably appoint public accountants as 
receivers. Upon his appointment the re- 
ceiver enters into possession of the assets 
and formulates a broad policy for the 
conduct of the receivership. 


The Australian Accountant, August, 1960. 


On taking possession of the assets the 
receiver visits the company’s premises 
and formally advises the directors or 
their representatives of his appointment. 
He opens a new bank account into 
which all further moneys received by 
the company should be banked and from 
which all commitments by the receiver 
should be paid. The receiver should en- 
sure that the assets of the company are 
adequately insured. It is usual to request 
the company’s insurers to endorse the 
interest of the debenture holder and the 
receiver, on the policies on the various 
assets. Fresh proposals are arranged for 
policies for Workers’ Compensation, 
cash in transit, public risk, etc. 


The conduct of the receivership can 
entail adoption of the following alterna- 
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tive courses: —(a) continuance of opera- 
tions with a view to the rehabilitation of 
the company concerned or to maintain 
the business as a going concern for sale; 
(b) realisation of the assets. 


Past experience of a receiver is im- 
portant in determining the best course 
to adopt. This, however, does not mean 
that the actions of a receiver can be 
planned upon some stereotyped pattern. 
In appraising the position he should look 
at the following factors in assessing the 
basis upon which the receivership might 
be conducted. 


(a) The value of the assets both on 
a going-concern basis and upon 
a forced realisation basis. 

(b) The future trading potential of 
the company and the personnel 
employed. 

(c) The relationship between the in- 
terests of the bank creditors and 
shareholders in respect of (a) 
(b) above. 


THE VALUE OF THE ASSETS 
Plant and Equipment 


There can be a substantial difference 
between the going-concern values of 
assets and the realisation values. The 
going-concern value of plant is based 
upon the replacement cost less a pro- 
vision for depreciation based on wear 
and tear, together with some additional 
provision if the plant is subject to obso- 
lescence. The forced realisation value is 
usually determined by consultation with 
an auctioneer who would submit an 
appraisal of what one could expect if 
the plant were auctioned. 


If it became necessary to realise the 
assets on a piecemeal basis submission 
at auction would not necessarily pro- 
duce the best result. It is customary 
to first advertise the assets for sale by 
tender and the auction values could be 
used as a guide in determining which 
tenders, if any, should be accepted. 


Where the plant is of a special pur- 
pose nature and its uses are limited the 
realisable values would depend on the 
state of the particular industry concerned 
and in some cases such values could be 
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only a fraction of the going-concern 
value. On the other hand, if the plant 
comprises, for instance, lathes, cranes, 
etc., the realisable value could be more 
than half the going-concern value. It 
will be appreciated that it is not usual 
to obtain the full going-concern value 
on piecemeal realisation, even in the 
case of general purpose items, as the 
purchaser would have to make some 
provision for the cost of dismantling, 
freight and the cost of re-installation. 


It might be pertinent to note that 
neither the going-concern value nor the 
realisable value would necessarily corre- 
spond with the book value which is 
usually based on the cost less deprecia- 
tion at rates provided for under income 
tax legislation. 


To sum up the position on plant there 
would always be four values:—i.e. the 
going-concern value; the theoretical real- 
isable value at auction; the book value 
and—the most important one to a re- 
ceiver or liquidator—the net value he 
receives. 


Stock in Trade 


This asset would be subject to the 
different types of valuation given below. 


Going-concern value (which should 
be generally upon the following basis): 


(a) Trading stocks which are con- 
sidered to be normal for the busi- 
ness should be valued at cost into 
store subject to the proviso that 
if the current replacement price 
is lower than the cost the value 
should be correspondingly de- 
preciated. 


(b) Stock regarded as in excess of 
reasonable requirements or re- 
dundant should be depreciated 
to realisable values. 


Theoretical realisable value at auction, 
assessed as in the case of plant referred 
to earlier. 


Book value or the values the com- 
pany has normally used in arriving at 
stock figures for balance sheets. In good 
practice this should correspond with the 
valuation upon a going-concern basis. 
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RELIEF FOR 
RETAIL STORE 
| AGCOUNTANTS 


=RECORDRK 








Reliant MicROoFILMER 


CYCLE BILLING PLUS RECORDAK 





Contact your nearest Kodak 
Branch for complete details! 





MICROFILM 


The Cycle Billing System 
spreads the work of the 
Accounts Department over 
the month. Non-descriptive 
billing combined with photo- 
graphy permits the return to 
the customer of the store’s 
copies of the sales bills with 
the statement, since the store 
has a microfilm record for its 
files. The advantages of the 
system include the relief of 
end-of-the-month pressure on 
the Accounts Department, the 
regulating of the flow of pay- 
ments, the reduction of the 
number of queries, and the 
lessening of personnel and 
space requirements. The 
easiest way to photograph 
your statements and sales bills 
is with the aid of the 
‘Recordak’ Reliant Micro- 
filmer. This remarkable micro- 
filmer permits approximately 
15,000 to 20,000 sales records 
or documents to be recorded 
on 100 ft. of film. Cycle 
Billing can help your 
Accounts Department, and 
the Reliant Microfilmer is an 
enormous help to Cycle 
Billing. 


KODAK (Australasia) PTY. LTD. 
Branches in all States 





The Australian Accountant, August, 1960. 
















LETTERPRESS THAT SPARKLES 


With the introduction of ‘‘SPEEDCOTE”’, Ballarat Paper Mills have achieved 
another product of distinction in the realm of fine quality utility paper. 

Because of the modern air knife coating process ‘‘SPEEDCOTE’’ is ideally 
suited to the clear, sharp high-speed reproduction of both line and colour halftone 
letterpress work. Absence of stretch, plus a clean printing surface, ensure even 
performance in the machine. 

The new Ballarat “‘SPEEDCOTE”’ is eminently suited to reproduce screens of 
up to 133, which makes it ideal for magazines, house journals, booklets, catalogues 
and folders. 


BALLARAT SPEEDCOTE ('% 


ALLARAT 
BALLARAT PAPER MILLS PTY. LTD. 


Offices at Melbourne, Sydney, Brisbane, Adelaide. Mill at Ballarat, Victoria. 


“BALLARAT” PRODUCTS ARE DISTRIBUTED BY WHOLESALE PAPER MERCHANTS THROUGHOUT AUSTRALIA AND NEW ZEALAND. 
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Net value that the receiver or liquidator 
actually receives. 
Properties 

On occasions properties also can be 
of a special purpose nature and accord- 
ingly there could be a difference between 
going-concern value and market value. 
Generally, the receiver would adopt 
market value when appraising the prop- 
erty assets. 


FUTURE TRADING POTENTIAL 
AND PERSONNEL EMPLOYED 


A more difficult task is the appraise- 
ment of the future prospects of the busi- 
ness and the personnel employed. The 
most common reason for business failures 
which result in a company proceeding to 
receivership or liquidation is mis-man- 
agement. This does not necessarily mean 
that the same management cannot be 
used in attempting to rehabilitate the 
company as the failure may have been 
due to some mis-directed ancillary venture 
or bad judgment used in the commit- 
ment of the company to an unprofitable 
contract. Sometimes the management of 
a “delinquent” company can profit from 
previous errors and can be utilised effec- 
tively in restoring the company’s opera- 
tions to a profitable basis. The errors are 
primarily the responsibility of the directors 
of the company and the executives are in 
some cases relieved that the control has 
passed to the receiver who can give the 
company fresh hope. 


The basis for consideration of the 
company’s prospects will depend on the 
nature of the business. If the business 
is a country store it is not so difficult 
to appraise the position. The deteriora- 
tion could have been due to the fact 
that the store’s competitor has opened a 
self-service grocery section and had re- 
organised his store generally to give a 
more attractive display of merchandise. 


RELATIONSHIP OF VARIOUS 
INTERESTS 


Having appraised the position in re- 
spect of the above points the receiver 
should consider the relationship of the 
various interests involved. The various 
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Companies Acts provide certain priori- 
ties in regard to the position of the 
various interests. These priorities are 
summarised below: 

(1) Liabilities ranking in priority to 
the debenture holder comprise 
receiver’s expenses and liabilities. 
Department of Taxation for 
Group Tax, claims by employees 
for wages to the extent of £50 
relating to period of four months 
prior to date of the appointment 
of the receiver, water and coun- 
cil rates which are secured on 
freehold properties and liability 
for unpaid insurance premiums 
in respect of assets forming part 
of the security. 

(2) The debenture holder’s claim. 

(3) Unsecured creditors, and 

(4) Shareholders. 


If the circumstances were such that 
the bank’s position looked reasonably 
secure and there were a number of ways 
in which the bank could be satisfied, it 
is usual for the bank to prefer the re- 
ceiver to present the position to the in- 
terests that follow in order to have his 
policy confirmed. This attitude by a 
bank would not only be good public re- 
lations but would be the fairest way 
of obtaining a solution. 


Even though a company is in receiver- 
ship it is still open for the unsecured 
creditors to apply to the court for the 
company to be wound-up. If a liquidator 
is appointed, although the receiver re- 
mains in possession until the debenture 
has been satisfied, from a legal point of 
view his status changes from being an 
agent of the company to that of agent 
for the debenture holder. The company’s 
name would then be shown on letter- 
heads as X Pty. Limited (in Liquidation) 
(Receiver Appointed). Where the court 
considers that liquidation would not be 
in the interests of the company the order 
is not made, but in such circumstances 
it is usual for the court to request that 
a meeting of creditors be convened to 
ascertain their wishes. 


Circumstances in which it would be 
detrimental for the company to proceed 
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to liquidation after a receiver is appointed 
would be: 

(a) If the assets include leases which 
are of value but covenants are 
contained in the lease agreements 
which provide for cancellation 
thereof if the company is wound 
up. 

(b) The company may have accumu- 
lated taxation losses which would 
be an additional attraction to 
some party wishing to acquire the 
company’s shares. There would 
be practical difficulties in anyone 
being able to take advantage of 
the losses if the company were 
in liquidation. 

(c) When a company is in liquida- 
tion, unless specifically for the 
purpose of reconstruction, the 
liquidator only has the power to 
continue operations for the pur- 
pose of the more beneficial real- 
isation of the assets and would 
not have the power to continue 
operations for the purpose of ob- 
taining funds from profits to ef- 
fect distribution to creditors. Ac- 
cordingly if there is any likeli- 
hood of rehabilitation the appoint- 
ment of a liquidator could have 
the effect of rendering such an 
event very difficult. 


However, the interests of the com- 
pany in receivership other than those of 
the bank, should be protected and to 
provide for this the receiver, after ob- 
taining the bank’s approval, arranges with 
the directors of the company concerned 
to convene a meeting of unsecured credi- 
tors at which the position of the company 
can be reviewed. At such a meeting it 
is usual to appoint a committee of 
creditors comprising representatives of 
six of the larger creditors who are then 
regarded as the representatives of the 
creditors. Progress reports and any major 
developments in the course of the re- 
ceivership are made known to the com- 
mittee and meetings of the committee are 
held as necessary. 


It is usual to pass a resolution at the 
meeting of creditors to the effect that an 
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extension of time is granted to the com- 
pany for payment of claims. Further 
extensions of time are obtained if neces- 
sary. 
Rather than effect an official arrange- 
ment with creditors approved by the court 
the arrangement is often made on an 
unofficial basis but in that case it is 
usual to forward forms of assent for the 
creditors to sign and return. 


The annual meeting of shareholders is 
usually delayed until the receiver’s policy 
is determined. The meeting is convened 
in the normal way by the secretary of 
the company acting on instructions of 
the board of directors. Hostility is some- 
times evident against the directors con- 
sidered responsible for the company’s 
troubles and it is not unusual for a 
committee of shareholders to be formed. 
The receiver then keeps both the directors 
and the committee of shareholders in- 
formed of developments. 


Matters of procedure to which the 
receiver should attend include: 


(1) Notification of Appointment. The 
filing of the notice of appointment with 
the Registrar General is usually effected 
by the bank’s solicitor on behalf of the 
receiver. 


It is also necessary to give notice to 
the Taxation Commissioner and in most 
cases to effect registration for sales tax, 
pay roll tax and group tax. It is desirable 
for the receiver to circularise creditors 
advising them of his appointment and re- 
questing them to submit statements of 
their claims as at the date of the appoint- 
ment. When operations are being contin- 
ued it is usual to advise creditors accord- 
ingly and request them to charge any 
further goods or services that the re- 
ceiver might authorise to a No. 2 ac- 
count. As a receiver would not as a 
rule have authority under his appoint- 
ment to circularise creditors he should 
first obtain the consent of the board of 
directors. Debtors should be advised 


similarly. 


A receiver is also obliged to have the 
words (“Receiver Appointed”) stamped 
under the company’s name on any 
letterhead, statement, receipt and other 
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such document issued by the company 
of which he has been appointed receiver. 


(2) Filing Abstracts of Receipts and 
Payments. At intervals of six months the 
receiver is required to file a record of 
receipts and payments he has effected. 
Each abstract forwarded after the first 
should have the balance of gross receipts 
and payments brought forward. 


(3) Upon completion of the receiver- 
ship the receiver files a final abstract of 
receipts and payments for the period 
from the date of the last abstract to the 
date of the termination of his appoint- 
ment. The receiver also has to file a 
notice of the termination of the receiver- 
ship to the Registrar General. 


After the bank has been paid out 
and the receivership terminated the re- 
ceiver makes available the records of 
the company and the residual assets to 
the chairman of directors of the com- 
pany or, if a liquidator has been ap- 
pointed, to the liquidator. 


LIQUIDATIONS 


There are a number of types of 
liquidations. Some may result from com- 
pulsory action by the court or from volun- 
tary action on the part of the share- 
holders. However, only voluntary liquida- 
tions will be dealt with here. The reasons 
for voluntary liquidations are as follows: 


(a) When the period, if any, fixed 
for the duration of the company 
by the Articles expires, or the 
event, if any, occurs on the oc- 
currence of which the Articles 
provide that the company is to 
be dissolved and the company in 
general meeting has passed a 
resolution requiring the com- 
pany to be wound up voluntarily; 


(b) If the company resolves by special 
resolution that the company be 
wound up voluntarily, and 


(c) If the company resolves by extra- 
ordinary resolution to the effect 
that it cannot by reason of its 
liabilities continue its business 


and that it is advisable to wind- 
up. 
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There are two types of voluntary 
liquidation, i.e. referred to as “Creditors’ 
Voluntary Liquidation”, and “Members’ 
Voluntary Liquidation”. 


In a creditors’ voluntary liquidation 
the steps leading up to the winding-up 
are as follows: 


(a) The directors convene a meet- 
ing of members and a meeting of 
creditors, the latter meeting to be 
on the same day as the meeting 
of members or on the day follow- 
ing. 

(b) Upon the appropriate resolutions 

being passed at the meeting of 
members the company is then 
Officially in liquidation. 
At that meeting an ordinary reso- 
lution is also required to be 
passed nominating the liquidator 
and fixing the basis of his re- 
muneration. 

(c) At the meeting of creditors reso- 
lutions are passed confirming the 
action of the members. If some 
other person is nominated as 
liquidator at the creditors’ meet- 
ing the appointment by the 
creditors prevails over the nom- 
ination by the members. 


In a members’ voluntary liquidation 
these proceedings again would be com- 
menced by the directors of the company 
but in this case only a meeting of mem- 
bers is convened. 


It is necessary for a declaration of 
solvency to be filed by the directors with 
the Registrar General prior to the issue 
of notices convening the shareholders’ 
meeting, such declaration stating in effect 
that the company’s liabilities can be paid 
within twelve months. 


The essential difference in the general 
conduct of a liquidation other than a 
liquidation for reconstruction and a re- 
ceivership is that a liquidator is only 
justified in carrying on operations for 
the purpose of a more beneficial realisa- 
tion of assets which restriction does not 
apply to receiverships which, in a num- 
ber of cases, have led to rehabilitation 
of the companies concerned. 
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Review and Modern Industry”:— 


FAILURES BY DIVISION OF INDUSTRY 


Cumulative 
total 
January-July 


MINING, MANUFACTURING 
Mining—coal, oil, misc. . 
Food and _ kindred products 
Textile products, apparel 
Lumber, lumber products 
Paper, printing, publishing 
Chemicals, allied products 
Leather, leather products 
Stone, clay, glass — 3 
Iron, steel products ° . 
Machinery ‘ = 
Transportation equipment a 
Miscellaneous ee ‘i 


WHOLESALE TRADE .... 
Food and farm products 
Apparel see be * 
Pee ae ee ae ee ee 
Lumber, bldg. materials, hardware 
Chemicals. and drugs Ss ee 
Motor vehicles, equipment 
Miscellaneous 


RETAIL TRADE 

Food and liquor 

General merchandise 

Apparel and accessories 

Furniture, furnishings Che ae. sibs 
Lumber, bldg. materials, hardware .. 
Automotive group elveel ee «a 
Eating, drinking places: 

Drug stores : 

Miscellaneous 


CONSTRUCTION , 
General bldg. contractors 
Building subcontractors 
Other contractors 


COMMERCIAL SERVICE 
TOTAL UNITED STATES 


Liabilities are rounded to the nearest million; 


1959 
1,439 
48 
105 
239 
288 
105 
37 
49 
32 
86 
140 


8,439 


WHY BUSINESSES FAIL - 


Year ended June 30, 1959. 


Apparent Causes 


NEGLECT 
FRAUD .. 
INEXPERIENCE, _ INCOMPETENCE 
Inadequate sales oa 
Heavy operating expenses 
Receivables difficulties 
Inventory difficulties 
Excessive fixed assets .. 
Poor location . ~~ 
Competitive weakness ‘ 
Other .. . 
DISASTER .. 
REASON UNKNOWN oa ; 
TOTAL NUMBER OF FAILURES 


Mfg. Whol. 
% % 
2.8 3.7 
1.7 4.3 
93.0 90.5 
58.0 49.3 
5.1 4.9 
13.3 18.2 
5.0 9.4 
10.8 2.8 
0.6 0.7 
16.7 22.5 
4.3 4.9 
1.4 1.0 
1.1 0.5 
2,474 1,376 


1958 
1,697 
58 
121 
339 
309 
114 
41 
71 
37 
111 
171 


9,324 


Ret. 


oe ow 


i) 
bt Pt 09 SU OT > SD 09 bet et Pt C9 


WAMNSRSSCOHMAMSD 


1.6 
7,110 


Const. 


% 
3.2 


— 9 
WODRK ORHAN S OH 
a 


oy 
AAR ED RPIARORD RO 


2,072 





The following extracts have been taken from the September 1959 issue of ““Dun’s 


Liabilities 
in Million $ 
January-July 
1959 1958 


111.1 161.6 
4.6 10.3 
8.6 10.4 

12.2 24.1 
14.8 20.2 
6.5 6.2 
2.8 2.4 
4.4 9.2 
2.5 7.6 
5.9 10.8 
22.8 17.0 
5.2 13.5 
21.0 29.9 
50.2 44.3 
16.1 9.6 
1.1 2.0 
0.7 0.9 
5.9 7.1 
1.0 0.6 
2.6 1.2 

22.9 22.9 

153.6 149.8 
18.2 15.6 

14.4 7.2 

29.6 21.7 
22.4 30.1 
8.4 10.4 
15.9 27.4 

23.7 23.8 
2.1 2.7 

19.0 10.9 

67.5 72.3 
36.2 38.8 

24.2 24.6 
7.1 8.8 

38.0 40.3 

420.4 468.3 


they do not necessarily add up to totals. 


Comm. 

Serv. Total 
% % 
3.7 3.6 
1.5 1.9 

91.6 91.8 
53.3 50.6 
4.5 4.3 

5.5 9.9 

2.1 7.2 

15.0 6.5 
1.9 2.9 

23.5 24.4 
3.2 4.2 

> 8 1,1 

1.6 


2.4 
1,229 14,261 


Compiled by Dun & Bradstreet, Inc. Classification based on opinions of creditors and 
information in credit reports. Since some failures are attributed to a combination of causes, 


percentages do not add up to 100. 
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Pandora said: 


“While there’s life 
there’s hope” 








She had plenty on her conscience! 
All the evils which afflict the 
human race had just escaped her box. Only hope — a 
delicate creature that needs a lot of nurturing — remained. 
It isn’t enough merely to hop 
everything will be all right. Call in your A.M.P. 


man and with his help make sure it is. 


AUSTRALIAN MUTUAL PROVIDENT SOCIETY 


HEAD OFFICE: 87 PITT STREET, SYDNEY 
Chairman: C.G. CRANE e General Manager: M. C. BUTTFIELD, c.m.c, 


Every A.M.P. member enjoys the unquestioned security afforded by funds exceeding £450,000,000 which the Society seeks to invest 
to the greatest benefit to members. 2127 
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ODHNER gives more 
speed and is easier to 
operate because: 


ALL FUNCTIONS ARE 
PERFORMED 
AUTOMATICALLY 


1. Only 12 figure keys and 
one motor bar simplify 
fast touch operation. 


2. All the functions are auto- 
matically controlled by a 
programme bar which 
thinks for the operator. 


SOLE AUSTRALIAN AGENTS 


Commercial 


LVF Ya wins 


PTY. LTD 





MELBOURNE: SYDNEY: 
330 William St., 350 Kent Street, 
34 4681 29 6537 








ONLY AN DHNER BOOK-KEEPING MACHINE COMBINES 





Sisidiaceietitinnntasis wieennssescitaihcnoenendlattaga 


hn RR Atay RE AAR cts tS 


BRISBANE: 


420 George St., 
B 8758 





ADELAIDE: 


OFFICE 
EQUIPPERS 
Per. £2. 

144 Nth. Terrace, 

LA 5041 


speed 


WITH EASE OF OPERATION 


quality 


WITH ECONOMY 






ODHNER is 

economical in 
price and pays 
for itself within one 
year. 
ODHNER gives 
quality of both design 
and manufacture 
which has been proved 
by the test of time for 
over 80 years. 


Write or ‘phone 
for free 
demonstration 
and trial 


* All Odhner Machines are backed by an after-sales 
service that is second-to-none, and designed fo 
give you continuous trouble-free operation. Our 
System Consultants are always at your disposal 
to assist your mechanised Accounting Programme. 



























PERTH: 
EDWARDS HOBART: 
BUSINESS 
MACHINES J. C. McPhee 
PTY. LTD., Pty. Ltd. 
Trinity Arcade, Also at 
671 Hay Street, Launceston. 
23 2127 
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As in the case of receiverships there 
are a number of priorities to observe in 
the order of the distribution of the funds 
that become available. 


In New South Wales the main prefer- 
ential creditors would be as follows: 


(a) Costs of charges and expenses of 
winding-up. 

(b) Claims by employees for wages 
to the extent of £50 relating to 
a period of four months prior to 
the date of his appointment; 


(c) Department of Taxation for Group 
Tax; 

(d) Liabilities in respect of muni- 
cipal and water rates on property 
owned by the company would 
be a first charge on the proceeds 
from the sale thereof; 

(e) Rental charges for a period of 
three months prior to the date 
of liquidation; 

(f) Department of Taxation for In- 
come Taxes; 


(g) Land Tax assessed prior to 
liquidation having become due 
and payable within the preceding 
twelve months and not exceeding 
in the whole one year’s assess- 
ment, and 

(h) Amounts due for Workers’ Com- 
pensation to the extent of £200; 


(i) Payments made on account of 
wages or salary to the extent to 
which employees’ entitlement 
under (b) above has been dimin- 
ished by reason of such payment. 


In N.S.W. claims by employees for 
wages are preferential to the extent of 
£50 and to a period of four months prior 
to the date of liquidation. 


Legal opinions have been obtained 
regarding the application of claims for 
holiday pay and for long service leave 
to this section and it seems quite clear 
on existing legislation that neither of 
these classifications of claims apply. 

In regard to Workers’ Compensation 
claims, these are usually paid by the In- 
surance company with whom the com- 
pany has a Workers’ Compensation 
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policy. In the event that the company is 
not insured, provisions exist under legis- 
lation for the company to lodge a special 
amount with the appropriate authorities 
to be utilised in providing for payments 
for compensation. Because of inflation 
the funds so lodged by such companies 
are probably now inadequate and con- 
sequently the provision referred to above 
would operate and the claimants would 
be entitled to the priority as to payment 
of £200. This priority should be revised 
having regard to the lowering of money 
values. 


GENERAL 


Many more companies are liquidated 
than most people probably realise. It 
has been shown that during a twenty- 
year period in Australia liquidations were 
so numerous that if one calculated the 
average life of all companies that ex- 
isted at the end of that period the aver- 
age life was a mere six years. 


In American business journals figures 
are frequently shown of the classification 
of as well as the reasons for company 
failures. 


If one examines the figures in the 
accompanying tables it becomes appar- 
ent that the general pattern shown by 
them would be similar in Australia. 


It quite clearly shows that the main 
reason for failure is inexperience and in- 
competence of management which in 
each of the classifications accounted for 
more than 90%. The predominant fault 
in this regard is shown in the table as 
being “inadequate sales”. 

I think something can be learnt from 
such figures as are shown above. that 
a successful business would primarily 
need to safeguard itself from incompet- 
ent executives is axiomatic to all busi- 
nessmen. The above figures, however, 
show how clearly sales do represent the 
lifeblood of any company and this is not 
always fully appreciated. 

lt will be noted that failures due to 
fraud accounted for only 1.9% of failures 
which would lead one to believe that 
business morality is somewhat higher 
than one would imagine. 
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No Term Implied 


In Sleafer v. Lambeth Borough 
Council (1960) 1 Q.B. 43, the 
tenant of a council-owned flat sought 
unsuccessfully to persuade the Court 
of Appeal that a term ought to be 
implied into the contract between 
him and the landlord obliging the 
landlord to keep the premises in a 
fit state for human habitation. 


The terms of the tenancy agreement 
required that the tenant should reside 
in the premises, and should deliver them 
up at the end of letting in good and 
tenantable repair and condition. He was 
not to do any decorative or other work 
to any part of the premises without the 
written consent of the landlord. The land- 
lord council had the right to enter the 
dwelling to inspect the state of repair 
and to execute repairs, but there was no 
term in the contract binding or requiring 
either party to effect repairs, although the 
practice of the landlord was to effect 
repairs. 


The front door was in the habit of 
sticking, and the tenant had to use force 
to close it. One day, when closing it 
from the outside, he had to pull hard 
on the only external handle, which was 
the door-knocker; the knocker came off 
and the tenant was precipitated back- 
wards against a railing, sustaining injuries. 


He sued the landlord, and put his 
claim on two grounds. In the first place, 
he said, having regard to the express 
terms of the contract there should be 
implied into it a term that the landlord 
would make the premises reasonably fit 
for habitation, and keep them so; this 
term had been broken, so the landlord 
was liable for breach of contract. In the 
second place, the tenant claimed that 
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Recent Legal Decisions 








By L. C. VOUMARD, B.a., LL.B. 


with knowledge of the danger the coun- 
cil had permitted it to continue; this 
constituted a breach of the duty which, 
he said, was imposed on a landlord to 
guard against reasonably foreseeable 
dangers to the tenant. 


But he failed on both counts. The 
Court of Appeal held that there had been 
no breach of duty by the landlord, either 
under the contract or independently of 
it. There was nothing in the express 
terms of the contract to require that 
there be implied into it, in order to give 
the contract “business efficacy”, a term 
binding the landlord to keep the leased 
premises in a fit state for human habita- 
tion. And since there is nothing in the 
general law to impose such a duty on the 
landlord, the tenant’s claim so far as it 
was based on this argument, was not 
successful. 


The second basis of the claim was that 
a landlord was under a general duty, 
quite independently of contract, to guard 
against reasonably foreseeable dangers of 
which (as was the fact here) he has notice. 
But the court considered that no such 
general duty existed independently of 
contract, anyway. 


Even if such a term could have been 
implied into the contract, the court in- 
ferred that the tenant might still have 
failed, for it was doubtful whether a 
trivial defect such as that complained of 
would render premises unfit for habitation 
—who, for instance, would say that 
his house was unfit for habitation just 
on that ground? And even if it would 
have this effect, it was just as doubtful 


’ whether the injury to the tenant could 


reasonably have been foreseen. All in 
all, the tenant would have been fortunate 
to succeed. 
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Remoteness of Damages 


Diamond v. Campbell-Jones 
(1960) 1 All E.R. 583 is a case 
which concerned the question, for 
what losses is a contract breaker 
liable to compensate the injured 


party. 


The general rule is that damage which 
flows in the ordinary course of events 
from the breach is recoverable; so too 
is damage resulting from losses which 
are reasonably foreseeable by the de- 
fendant at the time of making the con- 
tract—injury which is “on the cards”, 
as it was put in Victoria Laundry v. New- 
man Industries (1949) 2 K.B. 528. But 
this second proposition is not without 
its qualifications. 


In July 1956 the defendant agreed to 
sell the plaintiff a leasehold interest with 
an unexpired term of 47 years, for 
£6000. The property consisted of a base- 
ment, a ground floor, and four upper 
floors. The agreement was subject to the 
benefit of a contract for the grant of a 
new lease, which contract required the 
ground floor to be converted to offices 
and the upper floors to residential 
maisonettes—such work to be carried 
out by the lessee. Permission for such 
conversion would probably have been 
forthcoming from the appropriate plan- 
ning authority. 


There was little doubt that the plain- 
tiff would have been able to make a 
substantial profit had he converted the 
property and then sold it as converted, 
but unfortunately for him the defendant 
repudiated the contract. 


The plaintiff then brought the action 
for damages, claiming inter alia the profit 
he would have made from the conversion 
and resale. He was a dealer in land, but 
there was no allegation that the defend- 
ant at the time of the contract knew what 
his occupation was, or that he intended 
to convert and re-sell. In this state of 
affairs, the plaintiffs claim for damages 
for the loss of anticipated profit failed. 
Special circumstances were necessary to 
justify imputing to the vendor of land 
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knowledge that the purchaser intended 
to use it in a particular manner, and the 
mere fact that the property was ripe for 
conversion, and that everyone recognised 
this, were not sufficient to impute to the 
defendant knowledge that the plaintiff 
intended to convert the property for 
profit. Consequently, the damages recov- 
erable were limited to the difference be- 
tween the contract price of the property 
and the market value thereof at the date 
of the breach. 


The expression “on the cards” (in 
relation to the foreseeability of special 
damages) was explained as referring, not 
to possible circumstances which might 
be relevant in assessing the loss likely 
to result from a breach of contract, but 
rather to the reasonable probability of 
a foreseeable loss on a given state of 
knowledge—that is, an established state 
of knowledge of actual relevant circum- 
stances. The defendant, in other words, 
must not be credited with too great a 
degree of prescience! 


+ o + 


Fairness of Scheme 


Readers will be well aware of that 
provision in the Companies Acts 
which permits a transferee company 
compulsorily to acquire the shares 
of a small dissentient minority of 
members of a transferor company, 
as on a “take-over” bid. A further 
aspect of this provision has recently 
been examined by an English court 
in In re Bugle Press Ltd. (1960) 2 
W.L.R. 658. 


Section 209 of the Companies Act 
1948 (Eng.), which has its counterpart 
in local legislation, allows the machinery 
of compulsory acquisition to be put into 
operation if the offer to acquire the shares 
has been accepted by holders of nine- 
tenths in value of the shares affected. 
Thereafter a notice of intention to ac- 
quire the shares may be served on the 
minority, whose proper course, if they 
wish to dispute the transferee company’s 
right to acquire their shares, is to apply 
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to the court. But the court’s power to 
assist the minority depends on the minor- 
ity being able to satisfy the court that 
the scheme is not a fair one—e.g., that 
the terms offered are unreasonably low, 
etc. It is not easy for the minority to 
satisfy the court on this count, as the 
scheme has already been agreed to by 
a large majority of shareholders, and so 
it must prima facie be treated as a fair 
one. But this is not always so, as the 
instant case shows. 


A publishing company had an issued 
capital of 10,000 £1 shares, of which 
A and B each held 4500, and C 1000. 
In 1958 A and B formed another com- 
pany, of which they were the only share- 
holders. The only business which this 
company ever carried on was to make 
an offer, in July 1959, to A, B and C 
to acquire their shares in the publishing 
company for £10 each, and the subse- 
quent taking of steps compulsorily to 
acquire C’s shares (A and B naturally 
having already accepted the offer). The 
price of £10 per share was based on a 
valuation of the fair price for the pub- 
lishing company’s share capital as 
£100,000, a valuation made by well- 
known auditors. 


C refused the offer, saying it was too 
low. He claimed that on two previous 
occasions A and B on behalf of the trans- 
feree company had offered to buy his 
shares for much more than £10 per 











share; that many other persons to whom 
he had spoken agreed that his shares 
were worth more than that; and that 
the vatuers in valuing the shares had 
failed to give proper weight to certain 
matters. And, in the end, C sought a 
declaration that the transferee company 
was not entitled to acquire his shares, 
despite the acceptance of the offer by 
the necessary statutory majority (that 
is, A and B, who between them held 
ninety per cent of the issued shares). 
The court granted C the declaration he 
sought. This was not a case, it was said, 
where the ninety per cent majority ac- 
cepting the offer were unconnected with 
the offeror. Where the majority is so 
unconnected, the onus of proving the 
scheme unfair or unreasonable is on 
the minority. But here, although A and 
B on the one hand, and the transferee 
company on the other, were separate legal 
persons, the substance of the matter was 
that A and B, the persons putting for- 
ward the offer, were the holders of the 
ninety per cent majority shareholdings 
in the transferor company and the only 
shareholders in the transferee company. 
That being so, it was for them to satisfy 
the court that the scheme was a fair and 
reasonable one, and one to which C 
ought reasonably to be required to con- 
sent. And when the transferee company 
failed to discharge that onus, C got the 
declaration he sought. 





ELECTRONIC DATA PROCESSING 


In the March issue of The Account- 
ants’ Journal U.K. T. C. Hickman 
continues his description of experience 
gained with the use of a computer by the 
Unilever organisation. The applications 
described are payroll, sales routine, and 
a linear programming problem. The 
construction of the original programmes 
and their subsequent adjustment to 
remove faults, economise efforts, and 
meet changed conditions are explained. 


The chronological sequence by which 
a cement company converted to elec- 
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tronic data processing is set out in “A 
Five Year Shift to E.D.P.: The Stages 
and Problems”, by Earl W. Denby in The 
Controller, March. Experience indicated 
that there was no problem concerning 
employee dismissals attributable to the 
installation of the new equipment, the 
real problem being one of displacement. 


’ Time and understanding on the part of 


management were needed to adapt 
employees opposed to the mechanisation 
programme. 
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“CONQUEST” 
ACCOUNT BOOKS 


We have one of the largest ranges of Account Books and ruling 


in the Commonwealth 


“CONQUEST” SERIES 5 

Strongly bound with leather back and corners, 
green cloth sides. Size 13 x 8 inches. Superior 
quality azure ledger paper. In 3, 4, 6 and 10 quire 
sizes. 

The following rulings are stocked. 

Faint only, Indexed through, Minute, Single and 
Double Day, Journal, 2, 3, 4, 5 & 6 Column Cash, 
13 & 17 Cash Analysis, Single, Double, Scotch and 
Treble Ledger. 

“CONQUEST” SERIES 3 

An extremely popular series—Size 13 x 8 inches— 
good quality azure paper, well bound with leather- 
cloth back, 190 pages. 

Available in Faint only, Narrow faint, Indexed 
through, Minute, Day Book, Single and Double 
Ledger (indexed), 2, 3, 4, 5, 6, 7 Money Column 
Cash, from 8 to 18 Money Column Analysis, 12 and 
31 Column Stock, Petty Cash, 12 Column dissected 
Cash, Club book and 4/8 Cash book. 


“CONQUEST” SERIES 33 

Strongly bound, full cloth sides, leather cloth back, 

in 2 quire, size 11 x 13 inches. In Faint, 7, 9 & 11 

LOOSE LEAF LEDGERS Column Cash books, 14, 17, 22, 27 and 32 Cash 
Analysis, 4-17, 5-9, 6-12 Petty Cash— with wide 

Four Post Binders 1 and 2 pound columns. 

inch capacity, bound with Brown 
Canvas, for sheets sizes from 
5 x 8 inches to 12% x 9 inches. 





End Locking Post Binders with 
provision for extension. Bound 
with Brown Canvas or “Vynex” 
size from 7V2 x 10% inches to 
11 x 12% inches. 


Thong Binders with key 
winding mechanism or ratchet 
lever, sheets 914 x 111% inches. 
Bound in coloured “Fabrex”. 


Sheets 


Sheets for the above Binders 
are available in many rulings. 
Special ones. can be made to 
order. 


SHOULD YOU BE UNABLE TO CALL, WRITE FOR DETAILS 


NORMAN BROS. PTY. LTD. 


60-62 ELIZABETH STREET, MELBOURNE, C.1—Telephone: 63 6221 (15 lines) 
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Internal Memo: 
FROM: Production 
Manager 
TO: Directors 
In answer to your query 
re our investigations 
of the oce’ 125- 
combine. 
SPEED: Very high. 
CAPACITY: 10 copies 
per minute: 
ADVICE: Purchase one. 





































The oce’ 125-com- 
Tt Un8, bine solves your 

office copying prob- 
lems from only twopence-half- 
penny per copy, and makes 
your present office systems 
more flexible. This is only one 
of the many models in the 
oce’ range. Full particulars 
may be obtained on applica- 
tion from: 


HARSTON SENSITIZING CO. 
PTY. LTD. 


140-148 Barkly St., North Fitzroy. 


Victoria. 
AGENTS: 


N.S.W.: Plan Printing & Supplies 
Pty. Ltd., 49 Clarence St., 
Sydney. 

Q’LD.: Harston Sensitizing (Q’ld.) 
Pty. Ltd., 446 Upper Edward 
St., Brisbane. 

S.A.: Wm. Crosby & Co. Pty. Ltd., 
Worando Bldgs., Chesser St., 
Adelaide. 

W.A.: Wm. Crosby & Co. Pty. Ltd., 
618-620 Murray St., Perth. 
TAS.: Wm. Crosby & Co. Pty. Ltd., 
119 Collins St., Hobart. 





LISTEN 


to the NEW 
PYROX Magictape Recorder 


Everything sounds superb on the new Pyrozx 
Magictape recorder... everything ‘‘plays back’’ 
Just the way you recorded it. ee the new 3 
speed 2 speaker Magictape at your favourite musie¢ 
or radio store today ... you'll be surprised that 
80 Sor quality, so much enjoyment, could coat 
go iittile. 


Check these NEW 
Magictape features 


@ 3 speeds — 1j”, 34”. 
71” per sec.—gives 
up to 4 hours piay- 
ing time per tape. 

@ Twin speakers—for 


@ Quick reading re- 
cording position in- 
dicator. 

e Fast fone. fast 





7 Separate Bass and 
Treble tone con- 
trols. 


PYROX LTD. 











14-36 Queensberry St., Melbourne. FJ 9121 
47-51 Parramatta Rd.. Concord, Sydney UJ 0261 
PL3s 
NEW 
PRESTO-PLIO 


Electric Folding Machine 





120 SHEETS PER MINUTE 


Any Fold. . . Any Stock. . . Automatically 
Phone or Write 
LW. BAGLEY PTY. LTD. MACDOUGALLS Pty. Ltd. 


SYDNEY SYDNEY, MELBOURNE, 
MELBOURNE ADELAIDE, BRISBANE 
AGENTS ALL STATES 
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STUDENTS’ SECTION 





Manufacturing Expense Variances 
Under a System of Standard Costing 


By K. A. MIDDLETON, B.A., F.A.S.A., F.C.A.A. 


ECENT articles' in the Students’ 

Section of The Australian Account- 
ant on the use of manufacturing expense 
variances under a system of standard 
costing have drawn attention to the prob- 
lems confronting students through the 
inconsistent and sometimes illogical treat- 
ment of these variances in Australian 
literature on the subject. 


A variety of formulas have been ad- 
vanced from time to time for analysing 
and explaining the total manufacturing 
expense variance. In the United States, 
opinion now seems to favour either a 
three-variance analysis (spending, capac- 
ity and efficiency) or a two-variance ap- 
proach (spending and capacity) both of 
which are based on the use of a flexible 
budget. 


In Australia the tendency has been to 
favour the three-variance analysis for 
use with both flexible and fixed budgets. 
There is little evidence of any attempt 
to provide a rationale of the method un- 
der either type of budget. Yet as previous 
journal articles have shown, a three-vari- 
ance analysis using a fixed budget pre- 
sents quite a different picture from an 
analysis of the same conditions with the 
aid of a flexible budget. 


Obviously, it does not make sense to 
explain the same facts in the same terms, 
but with figures varying according to the 
type of budget used. Mr. Pour, in his 
article, draws, attention to this contra- 
diction, and proceeds to justify, correctly 
in my opinion, the use of a flexible rather 
than a fixed budget for variance analysis. 


It can be shown that the three-variance 
method based on a flexible budget, 








1. W. L. Burke—Accounting for Standard Costs 

idie Capacity Factors, July, 1959, p. 493 and 

. Pour—Manufacturing Expense Varia- 
tions, June, 1960, p. 299. 
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granted certain assumptions, is a logical 
one, capable of providing significant in- 
formation. 

A rationale of this method is outlined 
below, with the aid of a graph. In the 
course of justifying this method, the 
weaknesses of the fixed budget approach 
are thrown into relief. 


Setting Standard Expense Rates 


It is first necessary to consider briefly 
what is involved in setting standard rates 
for manufacturing exp-nse. The process 
is a refinement of the approach adopted in 
setting predetermined rates under a 
historical costing system. 


A basic step is the determination of the 
standard capacity level. There are con- 
flicting views as tc what this level should 
be. There is genc al agreement that stan- 
dard capacity should be less than maxi- 
mum (thevietical) plant capacity, allow- 
ances being made for unavoidable inter- 
ruptions to production. Disagreement 
stems largely from the question whether 
standard capacity should be based on 
ability to produce, or ability to make 
and sell. 


While this is an important issue, it is 
not fundamer tal to the problem dealt with 
in this study. Granted that a certain stan- 
dard capacity is established and accepted, 
then it is possible to use this as the bench- 
mark from which to measure actual re- 
sults, and derive significant variances. 


Standard capacity is usually expressed 
in terms of physical units, machine hours, 
or direct labour hours. For present pur- 
poses it is best expressed in terms of hours 
of productive activity. These hours may 
be machine hours, or direct labour hours. 
There are good reasons for measuring 
capacity in this way. Many variable items 
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of expense vary with actual direct labour 
(e.g. payroll tax) or machine hours (e.g. 
power) rather than with production. 
Apart from this it is at least as realistic, if 
not more so, to express capacity limits, 
and to measure capacity utilized, in terms 
of actual direct labour or machine hours, 
as it is to measure it in terms of produc- 
tion. 


In the method illustrated capacity is 
measured by actual direct labour hours 
and the capacity utilised is generally 
referred to as productive activity. 


Having determined standard capacity, 
the next step is the preparation of a 
budget for manufacturing expense sub- 
divided into fixed and variable expense, 
based on standard capacity. There are 
several ways in which expense items may 
be analyzed into fixed and variable ele- 
ments, but a discussion of these methods 
cannot be entered into here. 


Semi-variable expenses are analyzed 
into their fixed and variable elements, so 
that the final result is a clear-cut division 
into fixed and variable expense. 


Given a budget for fixed and variable 
expense at standard capacity, standard 
expense rates can be derived as fol- 
lows:— 


Budgeted fixed expense 





Hours of productive activity @ standard 
capacity 
= Standard fixed expense rate per hour. 


Budgeted variable expense 





Hours of productive activity @ standard 
capacity 
= Standard variable expense rate per hour. 


For example, assume that the stand- 
ard productive activity is set at 3000 
direct labour hours for a production of 
6000 units. The budget for manufacturing 
expense at this level of activity is: 





Fixed .... . £1000 
Variable 2000 
Total £3000 








Then the standard rates for manufactur- 
ing expense would be calculated as fol- 
lows:— 
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BUDGET (OR SPENDING) 


Standara fixed expense rate: 
£1000 





= 6s. 8d. per hour. 
3000 hours 


Standard variable expense rate: 
£2000 





= 13s. 4d. per hour. 
3000 hours 

Since fixed expense is, through the process 
of analysis, regarded as wholly fixed 
within the limits of the existing plant 
irrespective of the level of productive ac- 
tivity, and variable expense is completely 
variable with productive activity, bud- 
geted expense appropriate to any activity 
level can be ascertained. The accompany- 
ing chart shows this position graphically. 
Fixed expense is shown to be £1000 at 
any level of productive activity. Variable 
expense increases at the rate of 13s. 4d. 
for each productive hour. 


This type of budget provides a basis 
for comparison of the actual manufactur- 
ing expense in total (and item by item) 
with what it should have been at the 
activity level achieved. 


Significant Expense Variances 
With a flexible budget it is possible 
to analyze the total expense variance 
into three elements:— 
(i) Budget (or spending) variance; 
(ii) Capacity (or volume) variance; 
(iii) Efficiency variance. 


Assume actual results to be as fol- 
lows:— 


Actual manufacturing expenses £2700 
Actual direct labour (hours) 2400 
Actual production (units) 4200 


Standard allowance for production 
(hours) 2100 
The standard cost of production (manu- 
facturing expense only) is: 2100 hours 
@ 20s. per hour = £2100. Therefore, 
the total variance to be explained is: 





Actual expense £2700 
Standard expense 2100 
Variance to be explained £600 





VARIANCE 


Budgeted expense at the actual level of 
activity would be: 
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Fixed expense . £1000 
Variable expense . 1600 
(2400 hours x 13s. 4d. per 
hour) 
Total £2600 








Thus a budget (spending) variance can 
be ascertained as follows:— 
Actual expense £2700 
Budgeted expense 2600 





Budget variance (Overspend- 
ing £100 
This variance is depicted on the chart 
by the line KE. Actual expense is repre- 
sented by the line KF and budgeted ex- 
pense by EF. 


CAPACITY VARIANCE 


If productive activity, measured by 
actual direct labour hours, reached 3000 


hours (standard capacity) there would be 
no loss due to idle capacity. At the other 
extreme, if there were no productive 
activity, idle capacity loss would be £1000 
—the whole of the fixed cost. 


Graphically this is depicted, at any 
level of activity, by the distance between 
the activity point on the horizontal axis 
and a point on the line XB corresponding 
to the same activity level. Thus, for an 
activity level of 2400 hours, this idle 
capacity loss is represented by the line 
JF which corresponds to a value of £200. 
Mathematically this variance may be 
ascertained by the formula:— 


Hours of productive activity lost x standard 
fixed rate per hour. 

i.e. 600 hours (3000 — 2400) x 6s. 8d. 
per hour = £200 

















£ 
2800 « 
nding Variance {i 
£100 f 
Efficiency 
2406 Cc Variance 
~P wees £200 
| | 
bgt 
el 7] 
, ye of cy 
ry = | 3] 
Chart depicts actual a% 4 % 
and budgeted expense, » | v4 
» 1600 . \ 
and expense variances ' | 
using a flexible bud- 7 » 
get. VARIABLE EXPENSE ; | 
5 AREA | 
I 
Y da 
800 be I 
: 4 
FIXED EXPENSE AREA ' | 
| | 
400 Fe 1 | 
7 $ IDLE CAPACITY * 4)" ee 
Cape he : a ) 
ariance £200 } ’ 
* i i i i F es 8 
400 800 1200 1600 2400 800 3000 
+ 4 
Actual standard 


The Australian Accountant, August, 1960. 


Hours of Productive Activity 











EFFICIENCY VARIANCE 


The efficiency variance represents the 
loss (under-absorption of manufacturing 
expense) due to failure to attain standard 
production at the attained productive 
activity level. In other words, whenever 
the standard hours allowed for the pro- 
duction achieved is less than the actual 
hours worked, there is a loss which is 
reflected not only by a labour efficiency 
variance, but also by an expense efficiency 
variance. Sometimes, where standard 
efficiency is bettered, it represents a gain. 


Referring to the chart, CD represents 
the amount of expense absorbed by 
actual production at the standard rate. 
It is equivalent to GH on the total actual 
expense line KF. Variances KE (budget 
variance) and JF (idle capacity variance) 
have already been explained. The effi- 
ciency variance is the sum of the values 
represented by the lines EG and HJ (i.e. 
£200 + £100 = £300). Graphically this 
may be explained as follows:— 


With productive activity at 2400 
hours, production was equivalent to 2100 
hours. The standard cost (manufacturing 
expense only) of this production is repre- 
sented by CD. If standard production 
had been equivalent to 2400 hours, then 
CD would have been equal to EJ and 
there would have been no efficiency vari- 
ance. 


It is necessary to be quite clear on the 
assumption involved in this explanation. 
It is assumed that every productive hour 
worked commits the enterprise to an 
expenditure of 13s. 4d. for variable ex- 
pense and absorbs 6s. 8d. of fixed 
expense. If production were at standard 
efficiency (equivalent in this case to 
2400 hours), then expense EJ would be 
spread over that production. If produc- 
tion were less than standard, this amount 
would be spread over less production, 
and the efficiency variance is a measure 
of the loss that would be involved. 


The formula for calculating the effi- 
ciency variance may be stated thus:— 


Hours lost due to inefficiency x total stand- 
ard manufacturing expense rate per hour. 
i.e. 300 hours x 20s. per hour = £300. 
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TESTING THE VARIANCES 


In summary the variances are:— 





NE cee. ey nay esse. 
Idle Capacity .... cc 
Efficiency .... .... 300 
Total to be explained £600 








If the initial assumptions are accepted, 
then the variances are logically correct. 
The basic assumptions are:— 


1. That standard capacity is a suitable 
standard. 

2. That capacity is measured by the 
actual hours of productive activity 
(direct labour or machine hours). 

3. That variable expense varies directly 
with productive activity. 

4. That fixed expense is fixed over the 
whole range of capacity under con- 
sideration. 

It has already been argued that the 
assumption that variable expense varies 
directly with productive activity rather 
than with production is a reasonable one. 
Proceeding on this assumption the divi- 
sion of expense into variable and fixed 
elements should be based on an analysis 
of the movement of each type of expense 
with changes in productive activity. Bud- 
geted fixed and variable expense would 
thus be based on a careful analysis of 
expense behaviour. 

Granted these assumptions, the logical 
validity of the variances derived may be 
demonstrated as follows:— 


Budget (spending) Variance 

With budgeted fixed expense deter- 
mined, and the variable expense rate per 
hour known, budgeted expense at any 
level of productive activity can be ascer- 
tained. If the assumptions are correct, 
the resulting figure represents what should 
have been spent at the attained level of 
activity, and thus the budget spending 
variance is a valid one. 


Capacity Variance 
The validity of this variance may be 


»tested by considering the result if pro- 


ductive activity were at the standard 
level. If valid, the method should show 
no variance at this level. Reference to 
the chart, or to the method of calculat- 
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2. COMPLEMENTARY WORKS 


ON 


The Function and Design of 
COMPANY 
ANNUAL REPORTS 


by Raymond J. Chambers 


Professor of Accounting, University of Sydney 


The publication of annual reports has 
long been regarded as a formality, im- 
posed from without and tolerated within. 
The report is, however, part of the system 
of communications which informs, knits 
together and energises an organisation. 
Its capacity for promoting understanding 
and goodwill has not been fully exploited. 
Misunderstanding and misinterpretation 
will flourish while the facts continue to 
be suppressed. 


Much of what is here written about 
company reports applies to business com- 
munications generally, and to the reports 
of governmental and other organisations. 
Intelligent criticism of public institutions 
can only flow from informed opinion. 
The subject should, therefore, be of in- 
terest to administrators and accountants, 
to investors and their advisers, to public 
relations and labour relations experts, 
and to many of the general public as 
citizens. 


PRICE £4/4/- 


ANNUAL 


REPORTS 


ANNUAL REPORTS 
OF 


COMPANIES 


by R. Keith Yorston 
and E. Stanley Owens. 


A book of practical help to those re- 
sponsible for external reporting, contain- 
ing over 100 pages of coloured illustra- 
tions from the best Australian and over- 


seas reports. 


The authors’ view is that one of the 
greatest necessities for the continuation of 
our free enterprise economy is that the 
average person should know how it 
works. The absence of frank disclosure 
regarding the affairs of business entities 
leads to all sorts of invalid deductions 
being made by people. It is the authors’ 
view that better company reporting will 
do much to dispel the growth of the many 
isms directed against our free enterprise 
method of conducting business enter- 
prises. 


The day of the curt, brief and uninfor- 
mative annual report has gone. 


PRICE £4/10/- 


THE LAW BOOK CO. OF AUSTRALASIA PTY LTD. 


140 Phillip Street, 
SYDNEY 


456 Little Collins Street, 
MELBOURNE 


30 Adelaide Street, 
BRISBANE 


28-8041 67-7888 2-8882 
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Fully automatic 
calculator 


NEW Friden model SBT has touch-one- 
key simplicity you'll be amazed to 
see. Automatic chain multiplier, 
; accumulator of individual extensions, 
x exclusive fully automatic multiplica- 


Friden’s “brighter” calculators save 
manual and decision steps in any 
figure work problem. Friden has the 
system —Friden at Data Control. 


} = =DATA CONTROL W]e 


VEHICLES 

Buy new vehicles, up-date your existing business fleet, with 

ASL Finance. Available under Hire Purchase, or Lease Plan. 
REAL ESTATE 

First and second mortgages available on vacant land, homes 

or all types of buildings to help you buy or extend. 


MACHINERY 
Hire Purchase or Lease Plan available on all kinds of office 
and industrial equipment, fixed or portable. 








Ask for a Representative to call and om to you the 
advantages of using ASL FINANCE to help your business 
grow. 


ASSOCIATED SECURITIES LIMITED 


In which the Royal Bank of Scotland and The British 
Wagon Company Limited have 40% ownership. 


27 O'Connell St., Sydney. BL 5281 
14 Regent St., Kogarah. LW 2202 
6 Queen St. Brisbane. 2-1991 
408 Collins St, Melbourne. MU 4064 
148B Collins St., Hobart. 2-5335 
SUBSIDIARIES: Associated Securities (S.A.) Limited 

68 Grenfell St., Adelaide. 8-7183 
Tasmanian Finance & Agency Co. Ltd., 

148B Collins St., Hobart. 2-5335 
and at Launceston, Burnie, Devonport. 


BRANCHES: 


“brighter” than ever 


a 9 | 


z 


Head office: 185 King Street, Melbourne. MU 7329; Sydney: XB 5807; Adelaide: M 8600; 
Canberra: 7-8784; Hobart: 2-2688; Brisbane: 69-3219; Perth: 5-1068. 
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ing the variance, shows that there could 
be no variance at this level. 


Efficiency Variance 

The method can also be tested by con- 
sidering the result if standard hours and 
actual hours were identical. Under these 
conditions there would be no efficiency 
variance. 

These tests do not prove the method, 
but show that the results are consistent 
with the assumptions. 


Misleading Expense Variances 

The use of a three-variance method 
of analysis in circumstances where bud- 
geted expense has not been analyzed 
into fixed and variable elements may 
be illustrated assuming similar condi- 
tions to those in the previous example. 
Example 

Assume actual results, standard cap- 
city, and budgeted expense at standard 
capacity to be the same as in the previous 
illustration. The only difference, in this 
case, is that budgeted expense is not 
analyzed into fixed and variable expense, 
so that the standard expense rate cannot 
be sub-divided into separate fixed and 
variable rates. The total variance to be 
explained is the same as before, and the 
method of analysis usually recommended 
is as follows:— 





Actual expense £2700 

Buaget variance (underspending) 300 

Budgeted expense be! o> 
(3000 hours x 20s. per hour) 

Idle capacity variance (loss) .. 600 





Actual hours @ standard expense rate 2400 
(2400 hours x 20s. per hour) 
Efficiency variance (loss) 300 





Standard hours @ standard expense 
ae £2100 
(2100 hours x 20s. per hour) 


These results may be compared with 
those obtained when using separate fixed 
and variable rates. 


Variance Using Using 
flexible fixed 
budget budget 

Budget (Over- 

spent £100 (Underspent) -—£300 
Capacity 200 600 
Efficiency 300 300 


Total £600 £600 
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Since the same conditions are assumed 
in both cases, how can the same results 
be explained in such different ways? The 
answer is that the results in the second 
illustration can be explained only in terms 
of assumptions that are false. 


What are these assumptions? 


1. The budgeted expense is assumed 
to be a suitable measure of actual spend- 
ing at any level of activity. Since some 
expense is known to vary with produc- 
tive activity, the assumption is unjusti- 
fied. Expense budgeted at an activity 
level of 3000 hours is not suitable as a 
measure to control or appraise spending 
at an entirely different level. Flexible 
budgeting has shown that at an activity 
level of 2400 hours, expense should be 
£2600; and that actual expense, £2700, 
represented an overspending—not, as in 
the second example, an underspending. 


2. Capacity variance, £600, repre- 
sents the difference between 3000 hours 
(standard capacity) and 2400 hours 
(actual level of activity) valued at £1 per 
hour. Idle capacity is thus valued at the 
total expense rate per hour, which con- 
sists of fixed and variable elements. By 
contrast, in the first example, idle capac- 
ity was valued at the fixed cost per hour. 


If some expense varies with productive 
activity, then it is possible to operate 
below standard capacity and only incur 
the variable expense that relates to the 
lower activity level. Thus, when activity 
is at 2400 hours instead of standard 
capacity, variable expense on the 600 
hours of idle capacity is avoided. On the 
other hand, fixed expense cannot be re- 
duced. That is why idle capacity has 
been valued in the first case at only the 
fixed rate per hour. It represents the 
unavoidable loss incurred when capacity 
is lowered. 


Therefore, the assumption underlying 
the calculation of idle capacity in the 
second illustration would appear to be 
that all expense is fixed. Since this is 
absurd, the only other possible conclu- 
sion is that advocates of the method fail 
to grasp the real nature of idle capacity 
cost. 

















3. Since the efficiency variance is al- 
ways the same under each of these two 
methods of approach, no argument is 
necessary here. The method of calculation 
is the same in each case. 


This second method of expense vari- 
ance analysis thus appears to be illogical. 
It appears to be an offshoot of the first 
method, for use where there is no division 
of expense into fixed and variable ele- 
ments. It is usually presented with little 
or no discussion of its underlying theory. 
With such a flimsy foundation it is diffi- 
cult to understand how it has been per- 
petuated. As a method, it should, in the 
writer’s opinion, be entirely discarded. 


What other method of expense vari- 
ance analysis is possible in such circum- 
stances where fixed and variable elements 
are unknown? A short answer only can 
be given here. It is that without some 
knowledge of the fixed and variable ele- 
ments, little significant analysis is pos- 
sible, and it is better to recognize this 
than to attempt some apparently refined 
analysis that can be entirely misleading. 


The Practical Problem 


Two methods of expense variance 
analysis have been described. One method 
based on an analysis of expense into 
fixed and variable elements appears to 
be a sound, logical approach. The other, 
based on a fixed budget and no segrega- 
tion of fixed and variable costs, is un- 


sound, illogical and positively mislead- 
ing. 

It is comparatively easy to develop a 
theoretically sound method of analysis 
based on a knowledge of the fixed and 
variable costs. Much more difficult is the 
practical problem of segregating these 
costs in an ordinary business. Com- 
promises are inevitable, but where an 
analysis of expense into fixed and vari- 
able elements is not attempted, then 
significant expense variances cannot be 
obtained. If, for various reasons, a basic 
analysis of expense into its elements is 
not possible, then it is better, and more 
honest, to present an unexplained vari- 
ance, than to mislead management with 
an impressive but incorrect variance 
analysis. 


Above all, the cost accountant must be 
imaginative in his approach. Too slavish 
an adherence to information contained 
in the cost ledger must be avoided. Fre- 
quently it is better to make the variance 
analysis outside the cost ledger altogether, 
and to be content with recording in the 
cost ledger a total expense variance only. 
What is needed is an alert, intelligent 
approach to cost analysis, and an aware- 
ness that management needs information 
that is realistic, useful and significant. 





NOTE: Part of the foregoing article has been 
by the same author 
Australian Accountancy 


adapted from a paper 
published in the 
Student. 








Manufacturing Expense Variations 






A Further Note On The Subject by W. L. BURKE 


Mr. W. Pour’ is quite correct in point- 
ing out that it would be confusing to 
present to management variances re- 
lated to a fixed, rather than a flexible 
budget, if the plant worked at less than 
budgeted capacity. I agree entirely that, 
with all detail available, variances would 
naturally be presented on the basis of 
a flexible, rather than a fixed, budget. 


But some examination questions do 
not give the full detail, yet students are 


1. *‘Manufacturing Expense Variations’, The 
Australian Accountant, June, 1960. 
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required to calculate three variances on 
the basis of a fixed budget. In this case, 
the variances, calculated on a basis which 
could be confusing to management, would 
have to be properly explained. 


Take, for example, the following ques- 
tion set by The Australasian Institute of 
Cost Accountants, approved presumably 
by the Board of Examiners of that In- 
stitute and quoted in Costing Pro- 
cedures (Yorston, Brown and Sains- 
bury) 3rd. edn., p. 367:— 
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“Under a system of Standard Costs, a 
firm uses an expense rate of 4/- per 
hour. This was arrived at by budgeting 
the factory expense for the monti at 
£500 and dividing this by the estimated 
proauctive hours for the month, viz., 
2,500. The product manufacturea_re- 
quires 20 hours of labour, it being esti- 
mated that 125 products would be made. 
“On summarising the time cards for the 
month, 2,250 hours of direct labour 
had been used. These were short of esti- 
mate due to idle capacity. The actual 
expense for the month amounted to £460. 
Only 100 products were completed an‘ 
20 were uncompleted (SO per cent to 
be done) at the end of the period. 
“You are required to set up an expense 
in process account and record three varia- 
tions in expense. Show your workings in 
the calculation of these variations and 
transfer to appropriate accounts”. 


Without giving a detailed solution, the 
budget variance can be calculated, in 
relation to a fixed budget, as £40 (Cr.), 
the idle capacity variance as £50 (Dr.) 
and the efficiency variance as £10 (Dr.). 
It will be noted that the question specific- 
ally asked for the calculation of three 
variances. 


As the above variances are calculated 
in relation to a fixed budget, they will 
include both fixed and variable expense 
elements. As Mr. Pour points out, vari- 
ances calculated on this basis are not 
as informative to management as those 
calculated on the basis of a flexible bud- 
get. Their overall effect can be shown 
to be the same, however, provided they 
are correctly interpreted and explained 
in an examination question. 


The example used in my original 
article’ was one which could be solved 
by either method, but some examination 
questions (e.g., that quoted above) can 
be solved to the examiner’s satisfaction 
only by assuming a fixed budget. The 
original example was used to demon- 
strate both methods (instead of using 
two examples—which, as it turns out, 
may have made everything clearer), and 
Mr. Pour is quite correct in pointing out 
that, with all the detail available in that 
example, the flexible budget method 





2. “‘Accounting for Standard Costs—Idle Capac- 
ity Factors’’, The Australian Accountant, 
July, 1969. 


The Australian Accountant, August, 1960. 


would be more realistic, closer to practice 
and preferable. Of course, it would, and 
I said so (p. 391) in the original article. 


In the light of Mr. Pour’s comments, 
however, and after re-reading my earlier 
article, I think all points of view could 
perhaps be met by re-stating my previous 
final paragraph to read as follows:— 

“Examination questions requiring the 
application of the above principles are 
continually arising, and, in the absence 
of other information, the method based 
on the use of a fixed budget could be 
used so long as the principles involved 
were carried through consistently and 
correctly, and the variances properly in- 
terpreted to management”. 

This topic has also been discussed re- 
cently by Mr. K. A. Middleton in an 
article in which he said: — 

“If for various reasons, a basic analysis 
of expense into its elements is not pos- 
sible, then it is better, and more honest, 
to present an unexplained variance, than 
to mislead management with an impres- 
sive but incorrect variance analysis”. 

Again, I agree wholeheartedly from 
the management point of view. But 
what is the poor student to do in an 
examination room when, as in the ques- 
tion quoted above (and others like it), 
he is presented with a fixed budget, no 
segregation of fixed and variable ele- 
ments, and asked to calculate three 
variances? 


The discussion of manufacturing ex- 
pense variations which has arisen from 
the valuable contributions made by 
Messrs. Bowles‘, Pour’, and Middleton’ 
should give students an appreciation of 
the assumptions underlying the two types 
of question which continue to be set, 
viz., those based on a flexible budget, and 
those based on a fixed budget; and my 
original article and the ensuing discus- 
sion should give them an illustration of 
the ways in which the manufacturing 
expense variations can be calculated and 
interpreted in both types of question. 





3. “‘Treatment of Manufacturing Expense un- 
der a System of Standard Costing’’, The 
neo Accountancy Student, March, 

0 


4. ‘“‘Manufacturing Expense Variations'’, The 
Australian Accountant, Sept., 1959. 

5. Op. cit. 

6. Op. cit. 
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Notes From London 


Inquiry into 1948 Companies Act 


The passage of time finds business 
practices and the views of the public 
about them changing and with those 
changes comes the need to revise the 
law relative to such practices. 


The Prime Minister (Mr. Macmillan) 
said recently that his government would 
initiate an inquiry into the working of 
the 1948 Companies Act. The need for 
the inquiry has arisen largely through 
the abuses which have taken place in 
the U.K. in take-over proceedings and in 
the operations of building societies. 


Various aspects of the take-over pro- 
cedure have been criticised in recent 
months, and cases of suspected fraud are 
being investigated by both the Board 
of Trade and Scotland Yard. Among 
other things, it has been disclosed that 
one building society had in fact lent 
large sums of money to investment com- 
panies instead of advancing them for 
home purchase, that bids had been 
made without the name of the real 
bidder being disclosed and that at least 
one major bid had failed because the 
bidder could not finance his offer. 


The council of the Stock Exchange 
was concerned as to the effect of such 
bids on share prices and to the growth 
of the practice of issuing shares without 
voting rights. The situation was con- 
fused by issues of shares in new com- 
panies for shares in those being ab- 
sorbed, and there was much criticism 
of reported “compensatory” payments to 
directors of the companies being taken 
over. 


“Notes on Amalgamations” 


In advance of the government’s in- , 


quiries, several organisations in the City 
of London, acting on the advice of the 
Governor of the Bank of England, set 
up a committee to examine the matter 
and make a report. Their comments, en- 
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titled “Notes on Amalgamations of Brit- 
ish Businesses” have now been made 
public. The organisations concerned are 
the Issuing Houses Association, the Ac- 
cepting Houses Committee, the Associa- 
tion of Investment Trusts, the British 
Insurance Association, the Committee of 
London Clearing Bankers and the Lon- 
don Stock Exchange. 


The Times has referred to the report 
as the “City Code of Conduct on Take- 
Over Bids” and it is expected that mem- 
bers of the organisations involved will 
adhere to the principles laid down. 


On the procedure to be adopted, the 
report says that when an offer is to be 
made by or on behalf of one company 
for the shares of another, it is generally 
advisable that the offer be made to the 
board of directors of the company in 
question and at the same time the board 
should be informed of the identity of 
the principal on behalf of which the 
offer is to be made. 

When so approached, the board of a 
company receiving an offer is entitled 
to require evidence that the offeror has 
or can obtain the resources necessary 
to satisfy full acceptance of the offer. 
It should inform its shareholders of the 
offer as soon as reasonably possible, 
and should be given sufficient time in 
which to assess the merits of the offer. 
The board should then give its views 
to its own shareholders. 


Give Shareholders Full Details 
Whether or not it recommends accept- 
ance of an offer, the report says, the 
board should make every effort to en- 
sure that its shareholders are given all 
the requisite information upon which 
they can decide for themselves whether 
or not to accept it. This should include 
information with regard to the resources 
available to back the offer and a state- 
ment of the general intentions of the 
offeror as to the future conduct of the 
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For further details of Steelbilt 
Fine Furniture and Office Equip- 
ment, contact the Steelbilt 
Division of Wormald Brothers 
: in your capital city. 
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. . . rely upon the 
thought-provoking, 
timely articles 
appearing in 
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prepared by the 
Economics and Statistical Department 
of A.N.Z. Bank. Circulation is not 
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Manager or alternatively, 
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company, and its effect upon employees. 
Furthermore, the board should inform 
its shareholders if it is unable to obtain 
the required information from the offeror. 


If an offeror is already a shareholder 
in the company for the shares of which 
an offer is made, it is desirable that this 
be disclosed in the offer, with particulars 
of the shareholding. 


The report notes that offers for cash 
and those by way of exchange of shares 
require somewhat different considera- 
tion. With the former, shareholders give 
up for cash all interest in the business 
in which they have invested, while with 
the latter they continue their interest in 
a different and presumably strengthened 
form. A cash offer, therefore, is a matter 
of absolute value, and one of other 
shares a relative value. 


When an offer of shares in part or full 
payment is made, the report considers 
that the shareholders receiving the offer 
should be given the fullest possible in- 
formation on the future commercial pros- 
pects of the combined companies. 


Offeror May Approach Shareholders 


If a board decides to recommend that 
an offer made to its shareholders should 
not be accepted, the offeror should still 
be free to communicate direct with the 
shareholders without the recommenda- 
tion of their board, and in such a case 
the board should be ready to facilitate this 
direct approach (at the expense of the 
offeror), whilst at the same time ex- 
plaining to its shareholders why it does 
not recommend the offer. 


The report agrees that when talks 
are proceeding which may lead to an 
offer being made, it is important to do 
everything to maintain secrecy, and it 
is not easy to decide when to make a 
public announcement. Whilst the ideal 
should be that the first announcement 
should include the terms of the offer, it 
may be necessary, if there are signs that 
a speculative market is arising in the 
shares concerned, for a preliminary an- 
nouncement to be made. 


When the terms have been agreed, 
there will be at least a few days before 
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the offer can be distributed to share- 
holders. It is normally desirable that 
the Board should inform its shareholders 
by announcements in the press, of the 
terms of the offer immediately they are 
decided. 


Offers Should be for Whole Capital 


As a general rule, the report con- 
tinues, it is desirable that an offer should 
be for the whole of the share capital 
of a company or of the class of shares 
concerned. 


Shareholders should be given adequate 
time for considering an offer. The com- 
mittee suggests three weeks as a suitable 
time. 

The device of dividing the equities of 
companies into voting and non-voting 
shares has had relevance in some offers 
made in recent years. While it may be 
justified in some conditions, the com- 
mittee says this is not generally desirable. 


Compensation for Employees 


The question of compensation for re- 
dundant employees, including directors, 
needs careful consideration. In the case 
of directors, shareholders should be given 
the fullest information as to the manner 
in which any proposed compensation 
payments have been worked out. The 
committee adds that it is desirable that 
documents concerning offers for securi- 
ties which are quoted on the Stock Ex- 
change be cleared with the Stock Ex- 
change authorities before issue. 


Documents concerning offers for shares 
are, of course, subject to various statu- 
tory provisions, including Section 14 of 
the Prevention of Fraud (Investments) 
Act, 1958. (It is expected that the gov- 
ernment’s Committee of Inquiry will also 
examine this Act, especially with regard 
to the provisions under which companies 
raise money on straight loans or de- 
posits, and building societies raise money 
on shares and deposits). 


For the Shareholder to Decide 


The committee has based its recom- 
mendations on four principles: (a) There 
should be no interference with the free 
market in shares and securities of com- 
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panies. (b) It is for a shareholder to 
decide for himself whether to sell or 
retain his shares. (c) To enable him to 
come to a considered decision, the share- 
holder should have, in suitable form and 
and at the right time, all relevant infor- 
mation, and it is the duty of the board 
of his company to make every effort to 
ensure that such information is pro- 
vided and to give him their advice. (d) 
Every effort should be made to avoid 
disturbance in the normal price level of 
shares until the relevant information has 
been made available. 


Almost Always in National Interest 


Tracing the development of amalga- 
mations since the 1939-45 war, the com- 
mittee reached the conclusion that the 
process is a natural one, and since it is 
generally based on the best utilisation 
of physical capacity, managerial experi- 
ence and available labour, it has almost 
always proved to be in the national in- 
terest. Indeed, it observes, no industrial 
community could thrive without such a 
process and it is therefore important that 
it should continue and should not be 


artificially impeded. 
Amalgamations commonly arise out of 


natural business associations and the 
reasons for them include the desire to 
achieve the economies of optimum size 
and the need to rationalize, particularly 
in times of depression or of acute com- 
petition. 


Since the war, the process has been 
stimulated by a combination of abnormal 
circumstances, particularly the rapid fall 
in the value of money, the high level of 
taxation and distortion of normal econo- 
mic factors through government action. 
These have tended to make amalgama- 
tions and acquisitions more than usually 
attractive since share prices in many 
instances (particularly where property 
values are involved) have failed to re- 
flect the current value of a company’s 
assets. 


Laws or Professional Rules? 


In addition to this report and the gov- 
ernment inquiry, the Institute of Directors 
has set up a committee to examine com- 


424 


pany law and business ethics generally, 
while the Board of Trade is investigat- 
ing the regulations under which unit 
trusts operate. 


The report raises the question as to 
whether the Government can frame legis- 
lation to meet the situation. The Financial 
Times has commented that if the recom- 
mendations were generally accepted, 
there would be much less cause for pub- 
lic concern than there is at present. Pro- 
fessional codes of conduct are probably 
the most efficient means of achieving 
standards of behaviour which are neither 
undesirably low nor impractically high; 
but, as the paper points out, the code is 
not binding on members of the associa- 
tions which have drawn it up, nor are 
more than a few of the financial in- 
stitutions likely to be involved in take- 
over bids members of these associations. 
Professional codes are flexible but un- 
enforceable, laws enforceable but rigid; 
some compromise is needed. 


The committee’s clear statement of 
the position of the shareholders is wel- 
comed by The Times. Directors have 
sometimes in the past assumed that they 
must know best what is good for their 
shareholders, it comments. The report 
strikes a fair balance between the bidder 
and the bid-for, and it is concerned prim- 
arily to safeguard the interests of share- 
holders. 

The Economist says the notes em- 
phasise the right of any bidder to bid, 
the right of any board to accept or re- 
ject that bid, and the right of share- 
holders to be the final arbiters. These 
are rules of conduct which have been 
followed by sensible and _ responsible 
people for most of the time. They do 
not deny businessmen the right to fight 
out an issue, the Economist concludes, 
but they do establish Queensberry rules 
against low hitting and butting with the 
head. 


Electricity Generation in the United 
Kingdom 
The steady development of electricity 


supply sources in the United King- 
dom is reflected in the latest report of 
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the Electricity Council which shows a 
profit of £27.3 millions on an average 
capital employed during the year of 
£1621 millions. Interest and capital 
charges amounted to more than £60 mil- 
lions. 


The accounts show that revenue from 
sales of electricity amounted to £506 
millions, while total revenue was almost 
£518 millions. Expenditure included 
£237 millions for the cost of generation, 
£80 millions for depreciation charges, 
£60 millions for interest, and exceeded 
£490 millions in all. Additional costs in- 
curred during the year, as compared with 
previous years, included £5.9 millions 
additional depreciation (in accordance 
with the new method of depreciation), 
£3.3 millions in lieu of rates and £2.7 
millions as the result of wage and salary 
increases. 


The thermal efficiency of power sta- 
tions improved during the year from 
25.5 per cent. to 26.1 per cent, result- 
ing in a fuel saving of £4.2 millions. This 
was due to the use of newer, more effi- 
cient plant. 


In its report the Electricity Council 


reveals that the increasing capital costs 
in the industry, relative to its running 
costs, are being reflected in changes in 
the two-part tariffs offered by the area 
boards. The Central Electricity Generat- 
ing Board, which is responsible for gen- 
eration only, has accordingly increased 
the standing charge per kilowatt in its 
tariffs to the distribution boards, while 
slightly reducing the unit charge. 


The tendency towards higher fixed 
costs is evident in the conventional power 
stations, operated on coal and oil, as 
well as in the nuclear-powered stations. 
The problem of greatly increasing the 
load factor, so as to spread these costs, 
is examined by the council. 


The grid system has made it possible 
to save capital by pooling the large re- 
serves of generating plant which existed 
when they were isolated. Even so, the 
annual load factor (i.e. the amount 
actually used as a percentage of the 
amount which would have been used 
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if the maximum demand reached had 
been retained for the whole year) was 
only 46.5 per cent in 1958-59. Although 
this compares favourably with the 30 
per cent of 1920 and 43 per cent of 
1947-48, some American systems ex- 
ceed 60 per cent, and other countries 
reach 55 per cent. 


Increasing the Load Factor 

It is intended to continue the policy 
of increasing the load factor, including 
tariff incentives to users who can increase 
consumption in off-peak hours. Special 
inducements will be offered to industrial- 
ists who can curtail their demands dur- 
ing winter peaks and take excess sup- 
plies at other times. In addition, special 
rates are being offered to users requiring 
power for thermal storage heaters and 
floor-warming. 

While expecting a more rapid growth 
of sales on these tariffs, the council 
recognises the difficulties. The cost of 
metering for special domestic tariffs is 
unfortunately high, while in the indus- 
trial field, electricity costs often repre- 
sent only a small proportion of total 
costs and there is therefore little incen- 
tive for industry to seek lower tariffs. 


Research is continuing into other uses 
for electricity in off-peak hours, and the 
Council calls for collaboration by all 
organisations interested in the industry. 
The biggest contribution which industry 
could make, it points out, is the exten- 
sion of shift-working, which would also 
enable a larger industrial output with an 
economy in manufacturing capital far 
greater than that which it would effect 
in the power field alone. 


Further Scope 


The Council noted with satisfaction 
the increase of 3.7 per cent in sales to 
industry during the year, an indication of 
the further substitution of electricity for 
other fuels. This brought the average 
electricity consumed per worker in the 
United Kingdom in 1958-59 to 4,500 
kw. hours, but the further scope for 
transfer to electricity is evidenced by 
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the figure of 19,000 kw. hours per work- 
er in the U.S.A. 

In accordance with its statutory ob- 
ligations, the Council is responsible for 
planning capital investment for the in- 
dustry (which in 1958 was 8.4 per cent 
of gross fixed capital formation for the 
whole country). 


The capital requirements for the seven 
years to March 1965 have been esti- 
mated at £2,130 millions, of which 
£1,030 millions, or 48 per cent, will be 
financed by the industry itself. The per- 
centage of internal financing will rise 
from 42 per cent in 1957-58 to more 
_than 50 per cent in 1964-65; it is con- 
sidered this is a reasonable balance be- 
tween borrowing and obtaining finance 
from the industry’s consumers. 


Depreciation Over 25 Years 


The Council has endorsed a policy of 
straight-line depreciation based on the 


historical costs of its assets. Deprecia- 
tion will be based on a life of 25 years, 
both for conventional and nuclear power 
stations, and for its main transmission 
substations. In this respect, the report 


notes that the latest conventional power 
stations cost substantially less per kilo- 
watt of capacity than stations which 
were planned in 1948, in spite of price 
rises of about 75 per cent. 


Present plans are based on having 
available 30,000,000 kilowatts capacity 
in 1964-65; to achieve this, a construction 
programme involving 11,766,000 kilo- 
watt of capacity is under way. This in- 
cludes the provision of 33 new stations, 
of which five are nuclear (work is in 
hand on four of these stations; two are 
to be commissioned in 1961). These 
plans will result in ten per cent of the 
power in 1964-65 being produced by 
nuclear-stations. 





diiiiiianiom”;: 


BOOK REVIEW 


Teach Yourself Investment by W. L. B. 
Fairweather. (The English Universities 
Press, Ltd.) pp. XV + 176 (including 8 
appendices) 11/3 Australia. 


This volume in the well-known “Teach 
Yourself” series should be welcome to all 
interested in investment, whether as private 
individuals, as proprietors or controllers of 
a business, or as financial advisers, which latter 
category will include many .accountants. 

In dealing with the relation of saving to 
investment the author makes the valuable 
point that “As it is true that the value of an 
investment ultimately depends upon the needs 
and wishes of the consumer, so it is true 
that an investment cannot come into being 
without an equal amount of saving”. Ana 
the incentives to both investment and saving 
are seriously affected by conditions of inflation 
or deflation. Thus it is the job of the govern- 
ment of a country to see that the right climate 
exists for the performance of both of these 
functions. 

Part II deals with “marketable securities” 
and here the activities of the London Stock 
Exchange are discussed in an informative 
manner, though in the explanation on page 


30 of the two prices quoted for a security. 


by the jobber, no mention is made of the fact 
that the jobber does not know whether the 
broker who approaches him wishes to buy or 
to sell. This is, however, rectified—almost 
casually—on page 35. Though Australian stock 
exchanges do not operate in an exactly similar 
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way the information in chapter 3 will certainly 
be helpful to many readers. 

After a discussion of “General Influences 
Affecting Prices” fixea interest securities, both 
those that are redeemable at a stated date 
and those that are irredeemable are dealt 
with, and this is followed by chapters on 
ordinary shares and stock, in the course of 
which, on pages 97-8 Australian securities get 
what to us appears to be a very inadequate 
treatment. The opportunities for investment 
presented to small savers by investment com- 
panies and unit trusts are covered in chapter 


Parts III on “Investment Policy” and Part 
IV on “How to Select Securities” are of con- 
siderable interest. In the former the import- 
ance of gooa timing is stressed; the difference 
between investing well and investing badly 
may on occasion be merely that between buy- 
ing (or selling) today rather than yesterday 
or tomorrow. “It has been proved, time and 
again, that it is not sufficient for the investor 
merely to buy the right securities. He must 
also buy them at the right time” (page 111). 
The value of Part IV is diminished for the 
Australian reader by its concentration on the 
British position, and to some extent this 
applies to the work as a whole. 

To conclude there are no less than eight 
appendices, of which possibly the most inter- 
esting is No. V on “Government Control of 
Interest Rates”. What is said here is almost 
equally applicable to Australia except that 
the 8 per cent cash reserve does not hold 
good, and substituting our Reserve Bank for 
the Bank of England. 
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REGISTER OF 
MEMBERS 





Listing the names of members of the 
Australian Society of Accountants and of 
The Australian Institute of Cost Accountants 
who have been advanced recently in status 
with the names of new members and those 
whose names for various reasons have been 
removed from the registers. 





Australian Society of Accountants 
VICTORIA 


Removed from Register: Deceased:— 
Hartmann, T. McD.; Incigneri, J.; McGann, 
F. J.; Stevenson, H. Resigned: Howieson, J. 
L.; Lindsay, V. (Mrs.). 


NEW SOUTH WALES 


Provisional Associates: Berry, K. A.; Bull, E. 
B.; Charlton, D. S.; Dunn, B. M.; Forgie, A. 
L.; Johnson, P. R.; Malone, H. R.; Murdoch, 
C. R.; Pass, J. J.; Rush, G. 

Associates: Alcock, B. G.; Bangert, F.; 
Godfrey, J. H.; Kelleher, G. W.; MacGregor, 
E. L. (Miss); O’Leary, T. J.; Spencer, J. M.; 
Wagener, W. H.; Witham, R. J. G.; Woods, 
A. J. 


Advanced to Associate: Bluett, N.; Cooper, 


Advanced to Fellow: Sayer, C. J. 





Removed from Register: Deceased: 
Allen, D. M. (Miss); Chancellor, H. W.; David- 
son, H. L.; Horner, E. F.; Jordan, A. J. E.; 
Larking, N. H.; Walker, H. C.; Webster, C. F. 


QUEENSLAND 


Provisional Associate: Wilshire, A. O. 


Associates: Brown, S. C.; Jackson, M. F. C.; 
Kleine, P. J.; Smith, J. J.; Summerville, A. 
W.; Tooth, H. L. 


Advanced to Associate: Lowcock, W. M. 


Advanced to Fellow: Scott, D. S.; Thomson, 
c.3 

Removed from Register: Deceased— 
Suess, G. T. G.; Vallance, H. R. Resigned— 
Buntain, J.; Seawright, N. S.; Sutherst, R. 
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WESTERN AUSTRALIA 


Provisional Associate: Matthews, I. H. 


Associates: Crannage, D. J.; Durrant, H. 
W. C.; Hunt, F. J.; Platel, H. O.; Rowe, B. F. 


Removed from Register: Resigned—Fing- 
land, W. N. 


SOUTH AUSTRALIA 
Provisional Associate: Grzesik, M. M.; Pear- 
son, D. L.; Siegele, T. M. 


Associates: Charlton, J. W.; Cooper, F. J.; 
Dean, M. D.; Dobbin, M. K.; Earl, D. R.; 
Esdale, J. D.; Hollis, A. C.; Jones, B. L.; 
Newman, R. L. 


Advanced to Fellow: Houghton, J. C.; Wil- 
son, O. L. 


Removed from Register: Resigned—Price, 
E. 


TASMANIA 
Removed from Register: Deceased—Peter- 
son, R. 
OVERSEAS 
Associates: Chung, G.C-n.; Tan, H. M.; Will- 
mott, N. F. 
Advanced to Associate: Chi, G. L. (Miss) 
Fellow: Jones, R. I. 


The Australasian Institute of 
Cost Accountants 


VICTORIA 


Provisional Associate: Nicholls, G. J. 
Associates: Higgs, S. T.; Pontifex, B. M. 
Advanced to Fellow: Maguire, C. S. G. 


NEW SOUTH WALES 
Provisional Associates: Barratt, F. B.; Bur- 
gess, R. W.; Rheuben, R. R 


Associates: Bowles, G. N.; Chandler, K. W.; 
Forbes, W.; Galvin, M. J.; Jones, E. W.; 
Martin, A. D.; Ohlsson, N. E.; Petherbridge, 
A. E.; Sayer, C. J. 


Advanced to Associate: McAviney, A. J. 
Advanced to Fellow: Fleming, K. S. 


Removed from Register: Deceased—Lim- 
-_ H. E.; Smith, H. Y. Resigned—Crowley, 


QUEENSLAND 


Provisional Associate: Barry, G. I. 
Associate: Edgar, J. E. 
Advanced to Associate: Brodie, D. J. 
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NEWS AND NOTES 


Australian Society of 
Accountants 


GENERAL COUNCIL 


Functions Associated with Meetings of General 

Council 

General Council met in Perth from June 20 
to 22. As this was the first occasion that the 
meetings had been held in Perth, members 
of General Council were able to acquaint 
themselves with local conditions and discuss 
the affairs of the Society with members of 
the Division. 


On Monday, June 20, visiting delegates were 
tendered a civic reception by the Lord Mayor 
of Perth, Councillor H. R. Howard. It was 
widely attended by representatives of the 
Government, the City Council, the armed 
services, commerce and industry. In welcom- 
ing the visitors, the Lord Mayor was supported 
by the Hon. L. A. Logan, M.L.C., Minister 
for Local Government, Town Planning and 
Child Welfare (who was representing the State 
Government) and by Councillor A. Spencer. 
Responses on behalf of the Society were made 
by the President, Mr. R. F. Butt and the 
Western Australian State President, Mr. G. 
A. Gordon. 


In the evening, General Councillors were 
the guests of the Western Australian State 
President and Councillors of The Australasian 
Institute of Cost Accountants at a cocktail 
party held at the Palace Hotel. 


The annual meeting of the Society, held at 
the Subiaco City Hall on Tuesday evening, 
June 21, was attended by 370 members. This 
was followed by a smoke social, at which 
distinguished guests included Messrs. W. B. 
Jeanes (Chairman for W.A. of the Life Officers 
Association of Australasia), E. C. Benness 
(State President, Chartered Institute of Secre- 
taries), F. H. Felton (State President, The 
Australasian Institute of Cost Accountants), 
R. J. Bond (Public Service Commissioner) and 
E. H. Head (Commonwealth Public Service 
Inspector). 


In submitting the annual report of General 
Council for the year ended 31 December, 
1959, the President, Mr. R. F. Butt, highlighted 
the main activities and developments which 
had taken place during the year. He concluded 
by asking all members to remember that it 
was upon them, through their professional 
efficiency, diligence and integrity, that the 
standing of the profession depended. The 
motion for the adoption of the annual report 
was seconded by Mr. W. P. Henson, Vice- 
President. The financial statements were sub- 
mitted for consideration and adoption by the 
Honorary Treasurer, Mr. C. K. Davies, and 
seconded by Mr. J. M. Groom, Vice-President. 
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At the smoke social following the annual 
meeting, the toast of the Society was proposed 
by Mr. W. B. Jeanes and responded to by the 


President, Mr. R. F. Butt. The toast to the 
guests was submitted by Mr. L. Beasey, State 
Vice-President of the Western Australian 
Council, and Mr. E. C. Benness responded on 
their behalf. 


General Councillors were present at the 
monthly luncheon on June 22 which was well- 
attended by members. The guest speaker was 


the Hon. W. Court, O.B.E., M.L.A., 
F.A.S.A., who spoke on “Seeking Industry 
Abroad”. As Mr. Court had just returned 


from a visit to Europe and America, his talk 
was topical and most interesting. The vote 
of thanks to Mr. Court was moved by Mr. 
C. R. Hicking of Sydney, one of the visiting 
General Councillors. 


On Wednesday evening, visiting delegates 
were the guests of the Divisional Council at 
a dinner held at the Adelphi Hotel. Other 
guests were the Hon. L. A. Logan, M.L.C. 
(Minister for Local Government, Town Plan- 
ning and Child Welfare), the Lord Mayor of 
Perth (Cr. H. R. Howard), Mr. J. F. Ledger 
(President, Western Australian Employers’ 
Federation), Dr. T. L. Robertson (Director of 
Education), Messrs. F. H. Felton (State Presi- 
dent, The Australasian Institute of Cost Ac- 
countants), K. Fry (Chairman of the Bunbury 
Branch), and G. L. Brodrick and A. H. 
Johnson (former members of the Divisional 
Council). 


The loyal toast was proposed by the 
State President, Mr. G. A. Gordon. The toast 
of the Society was proposed by the Hon. 
L. A. Logan, supported by the Lord Mayor 
and Dr. T. L. Robertson. The response was 
given by Mr. R. F. Butt, President of the 
Society. The toast of the guests was pro- 
posed by Mr. Gordon, who then gave repre- 
sentatives from each State the opportunity to 
reply. 

NEW SOUTH WALES 


Members’ Luncheon 

At the luncheon held at the Trocadero on 
27 July, an audience of 226 members and 
guests were present to hear an address by 
Mr. Edward St. John, B.A., LL.B., Q.C., on 
“South Africa and the Apartheid Policy”. 


Mr. St. John stressed the dangers and pos- 
sible results of a policy so diametrically op- 
posed to democratic and humanitarian ideals. 
Salient points of his speech included the fol- 
lowing: 

It is anticipated that by 2,000 A.D. the 
present population of 9,000,000 Bantus will 
have increased to 20,000,000 while that of the 
white minority is expected to remain relatively 
static at the 3,000,000 level of today. 


In defence of their regime the Afrikaans 
point to the “positive” side of apartheid, that 
is, the provision of reserves on which even- 
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tually the native population will live in com- 
plete segregation from the white (these re- 
serves cover only 11% of the entire country). 


“Negative” apartheid is the denial of all 
human rights to the negroes, pursued remorse- 
lessly and undeviatingly by the Afrikaan with 
a singleness of mind more appropriate to the 
slave-owner of previous centuries than a pro- 
duct of twentieth century enlightenment. This 
policy can lead only to disaster and should be 
an object lesson to those countries in whose 
hands lie native administration and welfare. 
Australia herself should take the moral to heart 
not only with respect to New Guinea and 
Papua, but also her own aborigines. 


A vote of thanks to the speaker was moved 
by the President of the Society, Mr. W. P. 
Henson, F.A.S.A. 


Mr. H. R. Irving (State President) as chair- 
man took the opportunity of extending con- 
gratulations to Professor E. B. Smyth on his 
recent appointment as Dean of the Faculty of 
Commerce, University of New South Wales. 


Coming Events 

23 August: Lecture, “The Private and Public 
Investor”, by Mr. Mason J. Niel. 

30 August: Lecture, “The Investor and the 


Companies Act Amendments”, by Mr. 
R. N. Purvis, A.A.S.A. 


6 September: Lecture, “The Economic Assess- 
ment of Return in National Investment”, 
by Dr. H. F. Bell, Ph.D., M.Com., A.A.S.A. 


28 September: Lecture, “Office Management”, 
y Mr. A. E. Saxton, F.A.S.A. 


5 October: Lecture, “Work Simplification”, by 
Mr. J. Shaw, A.A.S.A. 


12 October: Lecture, 
ment”, by Mr. 
A.C.A.A. 


4, 5 and 6 November: Cooma Convention. 


“Clerical Work Measure- 
T. J. Hubner, F.AS.A., 


Qualified Accountants and Secretaries Catholic 
Guild of St. Vincent de Paul 


The seventh annual Mass of the Qualified 
Accountants and Secretaries Catholic Guild 
of St. Vincent de Paul was held on 5 June at 
St. Mary’s Cathedral and was followed by 
Communion Breakfast at the Australia Hotel. 
His Eminence, Cardinal Gilroy, who cele- 
brated the Mass and presided at the Break- 
fast, stressed the importance of discretion and 
integrity for present day accountants and 
secretaries to retain the confidence placed 
in them. 


Among the guests present on the occasion 
were Messrs. K. S. Fleming, State president, 
The Australasian Institute of Cost Account- 
ants, R. R. Farrell, president, Chartered Insti- 
tute of Secretaries, and B. L. Horsley, State 
Registrar, Australian Society of Accountants. 
The occasion marked a happy welcome to the 
Guild’s new chaplain, Rev. Father Madden. 
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WOLLONGONG BRANCH 


Annual Meeting 


The seventh annual meeting of the members 
of the Wollongong branch was held on 10 
March. At the conclusion of the meeting, the 
State vice-president, Mr. G. H. Peterson, en- 
tertained members with an interesting descrip- 
tion of his recent tour of the Far East, 
illustrated by colour transparencies. 


Recent Addresses 


On 13 April the members of the Branch and 
students heard an address by Mr. John San- 
ders, senior trust officer of Perpetual Trustee 
Co. Ltd., on the subject of “Canberra Regis- 
trations and Associated Problems”. 


On 21 June, Mr. W. L. Harding, A.A.S.A., 
chief accountant, Qantas Airways Ltd., spoke 
to a large gathering of members and students 
on the topic, “The Budget as an Aid to 
Management”. Mr. Harding exhibited a num- 
ber of slides on practical examples of budget 
forecasting and graphical presentation to 
illustrate various points in his address. 


Election of Office-Bearers 


The following office-bearers have been 
elected for the ensuing year: Branch chairman: 
Mr. W. A. Hall, F.A.S.A.; deputy chairman: 
Mr. J. S. Inverarity, A.A.S.A. 


Personal 

Mr. A. G. Lever, A.A.S.A., has been ap- 
pointed — accountant, Colonial Sugar Re- 
fining Co. 

Mr. D. :. Makepeace, F.A.S.A., has been 
appointed general manager of United Groceries 
Pty. Ltd., and other subsidiary companies 
of the retail grocery group of Matthews, 
Thompson and Co. Ltd. 


Mr. T. H. McClenaughan, F.A.S.A., has 
retired from the practice of Messrs. L. J. Rich- 
ardson, Payne & Co., practising accountants, 
to accept the position of managing director of 
Mutual Management Co. Ltd., the manage- 
ment company of Investors Mutual Fund. 


Messrs. Lister, Chester & Barnett with 
Messrs. A. B. Wilkinson & Co., have admitted 
Mr. B. P. Woodward as a partner. The name 
of the firm remains unchanged. 


Messrs. Starkey & Starkey, public account- 
ants, have admitted Messrs. J. N. Isles and 
A. N. Wannan to the firm. Mr. D. H. Chud- 
leigh has retired from the partnership to accept 
a commercial executive appointment. 


WESTERN AUSTRALIA 


Personal 


Mr. W. V. Fyfe, F.A.S.A., a member of 
the Divisional Council and until recently 
Surveyor General for Western Australia, has 
joined the firm of Peet and Co. Ltd. as a 
principal and valuer of properties. 
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VICTORIA 


Monthly Luncheon 

Miss June Finlayson, who won the 1957 
Miss Australia title and is now well-known 
in Melbourne for her television appearances, 
was the speaker at the members’ luncheon 
held at the Victoria Ltd. banquet hall, on 
12 July. Miss Finlayson quickly won the 
interest of those present by the charming way 
in which she presented her thoughts on the 
subject of “Commercial Television”. 

Miss Finlayson outlined the progress made 

by television in Victoria and stressed its im- 
portance to the community. Improvement in 
the standard of programmes was the constant 
aim of those responsible for television pro- 
duction, she said, but they had to be guided 
by public opinion as to what was preferred. 
An interesting part of Miss Finlayson’s re- 
marks was her amusing comments on some 
prominent television personalities. 
_ Mr. C. K. Davies, State president, in thank- 
ing Miss Finlayson, said that it was evident 
from the manner in which she had presented 
her address that she had been a wonderful 
representative of Australia during her overseas 
visit as Miss Australia. He felt sure that her 
viewing audience would increase in number 
as a result of her presence at the luncheon. 


Current Accounting Forum 


Mr. D. M. Cronin, president of the Vic- 
torian Division of The Australasian Institute 
of Cost Accountants, was the speaker at the 
Current Accounting Forum held at the Cham- 
ber of Manufactures on 13 July. Under the 
title of his subject, “Do Accountants Hamper 
Business?”, Mr. Cronin made some forthright 
comments in arriving at an answer to the 
question before the members present. He 
offered some good advice to the young ac- 
countant eager to progress, and, in the course 
of answering a series of questions, he pro- 
pounded solutions to many of: the day-to-day 
problems faced by accountants. 

In his capacity as chairman of the forum, 
Mr. E. J. L. Tucker, vice-president of the 
Victorian Division of the Society, thanked 
Mr. Cronin for his address. 


Practising Accountants’ Group 


The first discussion group formed early 
this year had another most successful evening 
examining the problems of time records in 
public accountants’ offices and the methods 
used to charge out work to clients. A number 
of members produced and explained their 
own systems of time and pricing records and, 
in the informal atmosphere of the meeting, 
many valuable comments and experiences were 
exchanged by members. It was obvious that 
this topic could have formed the subject for 
additional meetings but it was decided to 
deal with another topic at the next meeting. 

Due to the interest aroused, it has been 
found possible to form a second discussion 
group which will meet on the third Wednesday 
of each month at 6.55 p.m. finishing at 9 p.m. 
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sharp. Members interested in joining this group 
should apply early by writing to the State 
Registrar. 


Organisation and Office Systems Group 


With the objective of bringing together 
those members of the Society interested in 
office organisation and systems, a discussion 
group was formed in the latter part of last 
year. The group first met in October last 
and since then has met regular’ in the 
Society’s board room. Meetings are held at 
5.30 p.m. on the third Wednesday of the 
month. The object of members of the group 
is to foster a better understanding of the 
principles of organisation and methods and, 
at the same time, provide opportunities for 
members with this common interest to benefit 
from each other’s practical experience. 

Programmes have been varied, usually tak- 
ing the form of a prepared address by a 
member of the group or a guest speaker, 
followed by discussion. In May, members of 
the group paid a visit to the A.N.Z. Bank’s 
Methods Department. Members interested m 
joining the group and receiving notices of 
meetings should write to the State Registrar. 


Taxation Study Groups 


For many years, members of the Victorian 
Division, interested in taxation as it concerns 
the accountant, have held regular monthly 
group meetings to discuss problems encoun- 
tered in the taxation field. The meetings are 
held in the Society’s board room on the same 
evening each month and commence at 6.45 
p.m. finishing about 9 p.m. Many members of 
these groups are public accountants. By get- 
ting to know each other and helpfully dis- 
cussing problems, they have obtained consider- 
able benefit. 


The increasing interest in taxation matters 
displayed by members has encouraged the 
formation of a fourth taxation study group 
which will meet on the second Thursday of 
the month, commencing in October. Members 
interested in joining this group should write 
to the State Registrar mentioning their firm 
or indicating what particular interest they 
have in taxation law and practice. 


Golf Day 

Golfing enthusiasts among members of the 
Victorian Division should note that the popular 
annual golf tournament will be held on 
Tuesday, 15 November at the Royal Mel- 
bourne Golf Club. 


BALLARAT BRANCH 


A meeting of the Branch was held on 6 
July, this date coinciding with the visit to 
Ballarat of advisory officers of the Taxation 
Department. 

Mr. J. H. Kelleher, F.A.S.A., Senior 
Appeals Officer of the Victorian Taxation 
office, was the speaker at the meeting. He 
took as his subject “Superannuation”. Mr. 
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Kelleher dealt with the topic from the view- 
points of both employers and employees and 
closed his address with a brief reference to 
the implications of the new Withholding Tax 
and a description of the procedure at Board 
of Review hearings. Two other taxation advis- 
ory Officers, Messrs. Chandler and Grossett, 
assisted Mr. Kelleher in answering the num- 
erous questions at the close of the lecture. 


A vote of thanks to the speaker was moved 
by Mr. W. Cuthbertson who expressed the 
general feeling of members that the annual 
visits of officers of the Department to the 
district promoted improved relations with the 
taxation department. 


Mr. R. D. Mosman, as chairman of the 
meeting, welcomed members of the legal 
fraternity and the banking community who 
were also present. 


BENDIGO BRANCH 


With two of its meetings for 1960 now 
history, Bendigo Branch is providing its mem- 
bers and students with a balanced programme 
covering various aspects of accountancy. 


In April, Mr. Herring of A. E. Speck 
Commercial College, was the speaker at a 
students’ night. His topic was “Examinations” 
and the helpful comments he made in rela- 
tion to the difficulties inherent in facing up 
to examinations were appreciated by all pre- 
sent. Members also saw an interesting demon- 
stration of modern office and accounting 
equipment, by courtesy of Chartres Ltd., with 
Mr. A. Meek making the commentary on the 
demonstration. 


Mr. P. Stanborough, Industrial Officer of 
the Victorian Employers’ Federation, will be 
the speaker at the September meeting. His 
subject will be “Industrial Law” and he pro- 
poses to deal particularly with annual leave, 
long service leave and workers’ compensation. 

The Chartered Institute of Secretaries will 
ae 3 the subject in October. In November, 
Mr. W. D. Scott, the well-known business 
consultant, will be the speaker. 


LATROBE VALLEY BRANCH 


On 29 June, members heard Mr. J. C. 
Trethowan, a former member of the Branch 
who spent two years in U.S.A. under the 
sponsorship of the State Electricity Commis- 
sion of Victoria, speak on “Modern Manage- 
ment Methods”. The excellent attendance was 
a tribute to the speaker and to Professor L. 
Goldberg, a Divisional Councillor, who visited 
Yallourn to present certificates of membership 
to Messrs. K. Appleton and K. Morrison who 
recently graduated. 


Personal 

Mr. A. B. Elvish retired from the partner- 
ship of Messrs. Wootton Sons & Elvish on 
30 June, but his services will be available in 
a consultative capacity. Mr. W. S. Meldrum, 
who has been associated with the practice for 
many years was admitted as a partner on |! 


The Australian Accountant, August, 1960. 


July. The practice will continue under the 
present firm name at the same address, 20 
Queen Street, Melbourne. 


Mr. A. Noman Rooke, F.A.S.A., public 
accountant of 153 Upper Heidelberg Road, 
Ivanhoe, entered into partnership with Mr. 
W. E. Stennett, A.A.S.A. on 1 July. The 
partnership will be known as Messrs. Stennett 
and Rooke and will practice at the above 
address. 


Messrs. Driscoll, McIvor & Co., public 
accountants, have moved to 4 Lydiard Street 
South, Ballarat, Victoria. Members and can- 
didates are advised that this is now the address 
of the Ballarat Branch of the Society. 


On 1 July, Mr. N. A. Rogers, who has 
been a eo“ of the staff of Messrs. Ernest 
Fookes & Co. for a number of years, was 
admitted to partnership in the firm. 


Mr. Norman Harris was admitted to part- 
nership in the firm of Messrs. Hughes, Fincher 
& Rodda on 1 July. The name and location 
of the firm will continue unchanged, but 
the postal address is now 290 Latrobe Street, 
Melbourne. 


SOUTH AUSTRALIA 


Members’ Dinner 


The biennial members’ dinner, held at the 
Myer Apollo Dining Hall on 17 June, was 
attended by 180 members and guests. 


The principal toast to the Australian Society 
of Accountants was proposed by Sir Geoffrey 
Reed, representing the Chief Justice of the 
Supreme Court, and was responded to by 
the President of the Society, Mr. R. F. Butt, 
who was in Adelaide prior to the meeting of 
General Council held in Perth on the following 
Monday. In proposing the toast, Sir Geoffrey 
Reed said that the Society had accomplished 
much during its short existence, and pro- 
vided a great service to the public. 


The toast, “Our Parliaments” was proposed 
by the State president, Mr. L. H. Duncan, and 
the response was given by the Premier of 
South Australia, Sir Thomas Playford, who 
referred to the contribution made by account- 
ants to the progress of South Australia. Mr. 
Playford mentioned that the South Australian 
Housing Trust, which had benefited thousands 
of citizens, came into being as a result of a 
suggestion by an accountant. 

The toast, “Our Guests” was proposed by 
the State vice-president, Mr. D. P. Williams, 
and the entertaining response by the Vice- 
Chancellor of the University of Adelaide, 
Mr. H. B. Basten, was a fitting conclusion to 
a most successful dinner. 


July Luncheon 

The July luncheon was held at the South 
Australian Railways’ refreshment rooms when 
the speaker was Mr. Max Bone, deputy direc- 
tor of technical education in the Education 
Department of South Australia, whose inter- 
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esting address on his experiences while travel- 
ling under a grant from the U.S. Department 
of State, was much appreciated by the 110 
members present. 
Uniform Companies Act 

All Registrars of Companies in each State 
together with the Parliamentary Draughtsmen 
met in Adelaide from 11 to 14 July and during 
their stay they were entertained by the State 
Divisional Council at an informal gathering in 
the Society’s board room. The Company Law 
Revision Committee is formulating its views 
on company legislation generally, which might 
be of assistance to the authorities which are 
drafting the uniform bill. 


Personal 

Mr. L. A. Braddock, a representative of 
the South Australian Division on General 
Council, was recently elected a vice-president 
of the Society. We extend our congratulations 
and wish him success in this high office. 


QUEENSLAND 


Toowoomba Branch 

The State president of the Society, Mr. 
A. S. Donnelly, addressed a meeting of Too- 
woomba members on “Developments in the 


Investment Field” on 23 June. The subject 
drew many questions in the discussion period 
following the lecture. 


Stock Exchange Lectures 

During June, Mr. R. M. Corrie, a member 
of the Brisbane Stock Exchange, visited 
Cairns, Townsville, Mackay and Rockhampton 
and addressed Society members in each 
centre on the activities of stock exchanges in 
the U.S.A. The address was supported by 
films and the popularity of the subject was 
indicated by the good attendances recorded. 


Educational Activities 

Mr. E. N. Avery, M.A., a director and 
consultant of Australian United Development 
Pty. Ltd. and a former chairman and manag- 
ing director of the Shell Co. of Australia Ltd. 
spoke to Brisbane members on 9 June on 
“Finance—the ‘Growth’ Element in Business”. 
The speaker said that it was vital for account- 
ants and also business managements to be 
well informed on all the available methods of 
financing development and of making maxi- 
mum use of available funds. 


Personal 
Mr. R. E. Iliff, F.A.S.A., State president 
of the Society during 1959, retired as general 





AUSTRALIAN SOCIETY OF ACCOUNTANTS—QUEENSLAND DIVISION 


FIFTH ANNUAL CONVENTION 


The Convention will be held at Lennons’ 
Hotel, Toowoomba, during the week-end of 
28 to 30 October. As well as providing stimu- 
lating addresses, informative discussion and 
the pleasant social functions that have made 
previous conventions so successful, the con- 
vention this year has been arranged so that 
all the proceedings may take place at one 


central location, Lennons Hotel, Toowoomba. 


Excellent accommodation is available at rates 
from £2/2/0 per day, bed and breakfast. 


Following many requests, wives of members 
will be able to participate in the two main 
social activities—the president's reception on 
Friday evening and the closing luncheon on 
Sunday. A Ladies’ Committee is arranging 
entertainment for the wives while members are 
at the technical sessions. 


PROGRAMME 


FRIDAY 
8.15 p.m.—President’s reception. 


SATURDAY 
9.30 a.m.—First technical session—subject: 
“Developments in Financial Management”. 
Speaker, Mr. S. R. Brown, LL.B., F.A.S.A., 
a practising accountant in Sydney and a wel- 
known author and lecturer on accounting 
subjects. . 
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Afternoon free for enjoyment of bowls, golf, 
tennis or tour of the district. 


8 p.m.—Second technical session—“Current 
Problems”. A forum type of session cover- 
ing various topics. 

SUNDAY 

10 a.m. — Third technical session — Subject: 
“Minimising Income Tax Payable by a 
Primary Producer”. Speaker, Mr. K. M. 


Shaw, A.A.S.A., partner of the public ac- 
counting firm of Messrs. K. M. Shaw & Co. 


1 p.m.—Closing luncheon. 


The registration fee for the Convention is 
£1/5/0 per- member. It covers attendance at 
the three technical sessions; morning tea and 
supper at these sessions; and a printed copy 
of the papers. 


Attendance at the president’s reception and 
the closing luncheon is optional. The charge 
for members and their wives attending the 
president’s reception is 12/6 per person and 
for the closing luncheon 15/- per person. All 
functions and sessions will be held at Lennons 
Hotel, Toowoomba. 

Accommodation is available at Lennons 
Hotel, Range Motel and the Canberra Private 
Hotel, the cost being the responsibility of 
individual members. 
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manager of Queensland Trustees Ltd. on 30 
June. His place has been taken by Mr. W. A. 
Park, B.Com., F.A.S.A. 


Mr. K. S. Webb, F.A.S.A., has been ap- 
pointed manager of the Brisbane office of 
Queensland Trustees Ltd. 


TASMANIA 
Lecture Series 


For the benefit of members, the Education 
Sub-Committee of the Tasmanian Division re- 
cently arranged a series of lectures covering a 
wide range of interest. All the speakers had a 
special knowledge of their particular subjects 
and the lectures, which were held at Hobart, 
attracted large attendances. The programme 
was as follows: 

27 June—Subject: Stock Control Systems 

1. “Retail Inventories and Cost Inventories 

for Retailers’—Speaker: Mr. M. McL. 

Glennie, A.A.S.A., associate director and 

secretary, G. P. Fitzgerald & Co. Ltd. 

2. “Unit Stock Control for Small Businesses” 

—Speaker: Mr. K. R. Wilson, A.A.S.A., a 

member of the firm of Messrs. A. O. Ed- 

wards & Wilson, public accountants. 


11 July—Subject: The Price Level Problem 

and Financial Management 
Speaker: Prof. J. McB. Grant, A.AS.A., 
Professor of Applied Economics, University 
of Tasmania. 

25 July—Subject: Cycle Billing and Standard 
Monthly Accounts—An Examination of 
the Two Systems 

Speakers: Mr. Robert Mather, B.Com., 
director, Andrew Mather & Co. Pty. Ltd., 
and Mr. H. G. Sadler, A.A.S.A., assistant 
managing director, Motors Pty. Ltd. 

8 August—Subject: Budgeting 

1. “Application to State Government”— 
Speaker: Mr. N. E. Casey F.A.S.A., Actine 
Under-Treasurer, State Treasury Depart- 
ment. 

2. “Application 
Speaker: Mr. R. J. 


to Business Generally”— 
Dwyer, A.A.S.A., of 





Shield & Hibbard, 


public 


Messrs. R. J. 

accountants. 

At the conclusion of the final lecture, 
speakers were tendered a supper by members 
of Divisional Council. 


Theatre Evening 

On 17 June, some 68 members, registered 
candidates and their ladies were present at a 
performance of “Paint Your Wagon” at the 
Theatre Royal, Hobart, and afterwards at- 
tended supper at the Australia Cafe, Hobart. 
A pleasant evening was thoroughly enjoyed. 


_—— oe -— 


Australian Accountants’ 
Students’ Society 


QUEENSLAND 


Taxation Lecture 


On 16 June, Mr. C. W. Fischer, B.Com., 
A.A.U.Q., investigation officer of the Taxation 
Department, gave a lecture to students on 
“The Technique of Using the Income Tax Act 
in the Examination”. In his address, Mr. 
Fischer proved by examples that a candidate 
needed a sound basic knowledge of the Taxa- 
tion Acts before entering the examination 
room to achieve success. Printed notes were 
distributed to the students present at the lec- 
ture which was well received. 


SOUTH AUSTRALIA 


Annual General Meeting 


The annual general meeting was held on 
17 May in the Shell Theatrette, North Ter- 
race, Adelaide, and was well attended. The 
following committee members were elected 
for 1960/61: Mrs. J. Balzer, Messrs. J. Shep- 
herd, R. Simpson, J. Trowse, K. Christie-Ling, 
D. Flaherty, G. Rowe, H. Groves and 
Cottle. At the conclusion of the meeting, 
films were shown by courtesy of the Shell 
Company. 





AUSTRALIAN SOCIETY OF ACCOUNTANTS 


NORTH QUEENSLAND CONVENTION 


A week-end convention will be held at 
Townsville, from 23 to 25 September. The 
speakers will be— 

Mr. R. H. Gough, B.Com., F.A.S.A., Bris- 
bane manager, Thomas Brown & Sons Ltd., 
who will speak on the topic of “Problems of 
Liquidity” and Mr. J. N. McDonald, A.A.S.A., 
Queensland accountant, Ruston Hornsby 
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(Aust.) Pty. Ltd. and chairman of the Divi- 
sion’s Education Committee, whose subject 
will be “Office Management”. 


Further details are available from _ the 
Townsville Branch Secretary, Mr. C. E. Smith, 
Bank of N.S.W. Chambers, Flinders Street, 
Townsville. 
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Prizes were presented by the president to: 
Messrs. W. S. Maxwell (Stage 1); M. Van der 
Wal, (Stage 2); R. G. Orr, (Stage 3); for their 
successes in the October, 1959 examinations. 


On 18 July, Mr. D. P. Williams, F.A.S.A., 
director and secretary of John Martin & Co. 
Ltd. addressed members on “Control in a 
Retail Store”. 


WESTERN AUSTRALIA 


Lecture on Taxation 

For the meeting of the Students’ Society 
held on 15 July, at the BP Theatrette, the 
time of starting was altered to 5.45 p.m. Tea 
and sandwiches were served prior to an ad- 
dress being given by Mr. N. Harris, A.A.S.A., 
leader of the research group studying the sub- 
ject “Taxation and the Accounting Concept 
of Business Income”. Mr. Harris’ subject “The 
Accountant as Tax Adviser” was well received 
by the 50 students present. 


VICTORIA 


Recent Activities 


The following activities were held during 
June and July: 


24 June — Discussion of model answers to 
May 1960 examinations—Accounting and 
Auditing Stage 1, Company Accounts, Stage 
Il, by Mr. A. E. Speck, B.Com., F.A.S.A., 
of A. E. Speck & Associates. 


27 June — Discussion on model answers to 
May 1960 examinations—Advanced Ac- 
counting A, Stage III, Advanced Accounting 
© ae Ill, by Mr. A. E. Speck, B.Com., 


6 July — Lecture on “National Economy— 


Finance & Expenditure” by Mr. R. E. 
Wilkinson, B.Com., Dip.Ed., A.A.S.A. 


13 July — Lecture on “Accounting Funda- 
mentals” by Mr. G. L. Herring, B.Com., 
Dip.Ed., A.A.S.A., of A. E. Speck & Asso- 
ciates. 


Approaching Activities 


Friday, 2 September — Lecture on “Taxation 
and Primary Producers” by Mr. G. L. 
Herring, B.Com., Dip.Ed., A.A.S.A. 


Wednesday, 14 September — “Planning An 
Audit” will be discussed by Mr. G. Cohen, 
of Messrs. Fuller King & Co., public ac- 
countants. 


Friday, 16 September and Monday, 19 Septem- 

— “Bankruptcy Law” will be the sub- 

ject discussed by Mr. E. R. Smail of Messrs. 

Kennedy, Smail & nen public ac- 
countants. 
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Visit to New Zealand 

The Christchurch Accountants’ Students’ 
Society has invited the Victorian Students’ 
Society to form a party of members to under- 
take a visit to New Zealand during 1961. 
If sufficient members indicate interest the 
Council of the Students’ Society will be pleased 
to make the necessary arrangements. Any 
member desiring to be included in this party 
should contact Mr. J. G. Foster, assistant 
secretary and hon. treasurer, at the offices of 
the Society. 





N.S.W. LAND TAX 


The following lists comprise the names of 
the district councils and their particular rid- 
ing(s) or ward(s) concerned in parenthesis and 
the respective effective dates of valuation for 


Land Tax purposes. 


Bankstown (South) 5/4/60; Baulkham Hills 
(‘A’) 3/12/59; (“*B’’) 5/11/59; Berrigan (‘‘A’’) 
4/12/59; (“B’’) 11/11/59; (“C’’) 16/12/59; (“D"") 
17/12/59; Bogan (‘A’) (“B") (“C”") (“D") 
1/1/60; Broken Hill (Sturt) 1/1/60. 

Canterbury (West) 11/11/59; Coffs Harbour 
16/11/59; Coolamon (‘A’) 11/11/59; (“B’’) 
4/11/59; (“C’’) 19/11/59; Cooma 1/1/60; Crook- 
well (‘‘B’’) 24/2/60. 

Goobang (‘‘A’’) (“B’’) (“C") (“D") 1/1/60; 
Grafton 16/5/60; Gunning (‘A’) 24/2/60 (“B") 
24/2/60 (“‘C’’) 17/3/60; Guyra (‘B’’) 1/1/60. 

Hornsby (‘‘A’’) 21/12/59; Hunters Hill (Cen- 
tral) 16/3/60; (West) 12/4/60. 

Imiay (‘A’) (“B’’) (“C’’) 1/1/60. 

Jindalee (‘‘A’’) 7/10/59 (‘‘B’’) 17/6/59 (“‘C’’) 
13/8/59. 

Kogarah (North) 26/4/60. 

Kyogle (‘‘D’’) 10/11/59. 

Leichhardt (Lilyfield) 29/4/60. 

Lockhart all ) 6/5/60 (“‘B’) 2/5/60 ("C") 
2/5/60. 

Maclean 3/12/59; Macleay (‘‘A’’) (‘B") 
("C’’) 1/1/60; Manly 19/11/59; Marrickville 
(St. Peters) 1/12/59; Mitchell (‘‘A’’) 3/2/60 
(“B"’) 22/2/60 (‘‘C’') 22/2/60; Moree 1/1/60; 
Mumbulia (‘‘D’’) 1/1/60; Mittagong (“‘A’’) 
(“B") ("'C"') 4/3/60; Muswellbrook Shire (‘‘B’’) 
12/5/60 (“‘D’’) 12/5/60. 

Narrabri 1/1/60. 

Oberon (‘‘A’’) 10/12/59 (“‘B’’) 10/12/59 (‘°C’) 
10/12/59. 

Parkes 10/11/59; Penrith (Fourth) 3/12/59 

Rockdale (Fifth) 23/11/59. 

Shoalhaven (‘‘A’’) 26/11/59. 

Sydney (Macquarie) 11/12/59; 
16/12/59. 

Talbrager (‘‘A’’) (“B’) (C’’) 1/1/60 Ter- 
ania (‘‘B’’) 19/11/59 (‘‘C’’) 1/12/59; Tintebar 
(“A’’) 20/5/60; Tumut 1/1/60. 

Walgett (‘A’) (B’’) (C’) 1/1/60. 

Yass 9/2/60; Young 12/5/60. 


(Glebe) 
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Australasian Institute of 
Cost Accountants 


SOUTH AUSTRALIA 

Divisional Council 

Mr. M. J. O'Grady, A.C.A.A. was recently 
appointed to the casual vacancy on the State 
Council which was not filled at the annual 
election of members of the Council in March. 
Mr. O'Grady, who has taken a keen interest 
in the activities of the Division, is secretary 
of Nairne Pyrites Ltd 


QUEENSLAND 


Lecture on “Responsibility Accounting” 

The June luncheon discussion meeting was 
held at McDonalds Restaurant, Mr. R. S. 
Gynther, F.A.S.A., F.C.A.A., being the speak- 
er on the subject “Responsibility Accounting”. 
He outlined the essential features of this form 
of accounting and explained how substantial 
benefits resulted from its application. He said 
that responsibility accounting could usually 
be incorporated in a firm’s business procedures 
without any radical changes in the existing 
accounting system. At the meeting, the State 
vice-president, Mr. D. S. Scott, presented 
membership certificates to the seven newly 
qualified members, and in doing so congratu- 
lated them on their achievement of this status 
in the profession. 


Facilities Available to Members 


To encourage the more active participation 
of members in the functioning of the Institute, 


the Education Committee recently circularised 
all members with information covering the 
facilities available to members through the 
Brisbane library, with mention of the library’s 
volumes and publications of special interest 
to cost accountants. Country members were 
reminded of the facilities, particularly dis- 
cussion material, which could be made avail- 
able to them for local functions. 


—_— ¢— 


Cost Institute 
Students’ Society 


VICTORIA 

Office-Bearers 

Mr. W. Weekes has been appointed chair- 
man, following the resignation of Mr. K. 
Cross. Mr. W. P. Round is the Divisional 
Council representative and Mr. J. G. Foster 
continues as hon. secretary. 
Demonstration of Punch Card Accounting 

Twenty-five members attended a demonstra- 
tion of punch card accounting by courtesy of 
Hollerith (Aust.) Ltd. at the premises of Felt 
& Textiles of Aust. Ltd. on 21 June. This 
practical example and explanation of punch 
card accounting was of great benefit to those 
present. 
Model Answer Discussion 

On 12 July, Mr. F. W. Paine of A. E. Speck 
and Associates, discussed model answers to 
Papers 1 and 2, and on 19 July, Mr. Paine 
again discussed answers to Papers 3, 4 and 5. 
The discussions were well attended and the 
interest of students was at its usual high level. 





The Australasian Institute of Cost Accountants—N.S.W. Division 


1960 ANNUAL 


vention of the New South Wales Division of 
The Australasian Institute of Cost Account- 
ants, to be held at the Ritz Hotel, Leura, in 
the Blue Mountains, during the week-end of 
7 to 9 October. 

Proceedings will-commence with a dinner on 
Friday evening at which members will have 
an opportunity to meet Divisional Councillors. 


The first technical session will be held on 
Saturday morning, when Associate Professor 
W. J. Stewart, B.A., B.Com., A.A.S.A., of the 
University of New "South Wales, will present 
the case for direct costing. At this session the 
case against direct costing will be presented 
by Mr. H. L. Thomas, A.A.S.A., F.C.A.A., 
partner, Messrs. Offmer Hagley & Co. 


The Australian Accountant, August, 1960. 


CONVENTION 


Sightseeing, golf, tennis or bowls can be 
enjoyed on Saturday afternoon according to 
delegates’ preferences. 

An open forum session to be held on 
Saturday evening will enable further discussion 
of the Convention’s theme topic, “Direct 
Costing”. 

A case study on “Direct Costing in Action” 
will be presented on Sunday morning by Mr. 
D. R. Rickard, A.A.S.A., works secretary. 
John Lysaght (Aust.) Pty. Ltd., Port Kembla, 
N.S.W. 

The Convention will conclude with group 
reporting and dinner. 


Due to the interest already noted in ths 
provocative subject, early registration is recom- 
mended 


435 





BOOK REVIEW 


The Australian Trading Banks by H. W. Arndt. 
2nd ed’n. (F. W. Cheshire). pp x + 238. 
30/-. 


"THE favourable reception accorded to Pro- 

fessor Arndt’s book on its first appearance 
in 1957 was alone sufficient to justify the 
production of a second edition and the pas- 
sage of legislation in 1959 which made con- 
siderable changes in the Australian banking 
system presented the author with the appro- 
priate occasion for a revised edition of his 
work. 


This differs from the first edition, apart 
from a revision of the statistics and a few 
minor alterations, principally in a substantial 
rewriting of chapter VIII on “Monetary 
Policy” and the inclusion of a chapter (ch. 
VI) on “The Banks and the Capital Market”. 


In dealing with monetary policy the author 
refers to the dramatic changes in recent years 
and enumerates the factors that have con- 
tributed to these changes. He feels that the 
1959 legislation may have strengthened central 
bank control, rather than weakened it as some 
critics had hoped. He discusses at some length 
(pp. 181-7) the objectives of monetary policy, 
and points to the difficulty of reconciling 
“stability of the currency” with “maintenance 


of full employment” and internal balance with 
external balance, tasks imposed on the Reserve 
Bank by the existing legislation. 


He discusses the types of control of the 
banking system open to the Reserve Bank 
and expresses the opinion that the change in 
1959 from “special accounts” to “statutory 
reserve deposits” made little real difference 
with which view the present writer is in 
complete agreement. He also shows how 
support of the bond market may conflict, in 
fact has conflicted at times, with the need 
to restrict the tendency to an _ inflationary 
expansion of credit. 


But control of trading bank credit is not 
now sufficient, as it was before the existence 
or growth of other sources of credit supply, 
so the inevitable conclusion is drawn that 
“Central bank control, whether by direct or 
indirect methods, by quantitative measures or 
by the price mechanism, must increasingly 
encompass the whole range of financial inter- 
mediaries” (p. 223). 


The nature of central bank controls, by 
means of the “special accounts”, now “statu- 
tory reserve deposits”, by qualitative control 
of the trading banks’ advance business, by 
the power to fix interest rates on overdrafts 
and fixed deposits and in other ways of 
possibly less importance, is clearly set out 
in chapter VIII. 
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Other changes introduced in 1959 are also 
discussed, and have their bearing on the 
matters dealt with in chapter VI. In that 
chapter it is shown how the relative importance 
of bank credit has declined sharply since the 
nineteen-thirties. New capital issues on the 
stock exchanges by public companies have 
recently been on a far larger scale, hire 
purchase finance has grown strikingly, and the 
change in the manner in which the hire 
purchase companies derive their funds has 
also been noteworthy. The change in the new 
issues market is illustrated by Table XII on 
page 125, showing a marked increase in the 
proportion of capital raised by means of 
debentures, notes, etc., and the decline in the 
proportion of equities. 


The significance of the establishment early 
in 1959 of an official short-term money market 
is stressed. Its operations are explained on 
pages 131-4. As the author suggests, “the 
trading banks are likely to remain a major 
source of short-term funds” for it, and the 
formal support given to it by the central 
bank in agreeing in February, 1959, to act 
as lender of last resort to the discount houses 
was the official recognition necessary for its 
success. 


Reference is also made to the recent estab- 
lishment of development banks, notably the 
Commonwealth Development Bank instituted 
by the 1959 Acts. This newly created bank 
took over from the Commonwealth Bank its 
Industrial Finance Department and its Mort- 
gage Bank Department. It was constituted as 
one of three parts of a Commonwealth 
Banking Corporation, of which the other two 
are the Commonwealth Trading Bank and 
the Commonwealth Savings Bank. These 
changes leave the Rural Credit Department 
to the Commonwealth (Central) Bank, which 
is renamed “The Reserve Bank of Australia” 
and henceforth functions as an entirely separ- 
ate central bank. 


All these changes have not passed unnoticed 
by the trading banks, which have responded 
by branching out into new fields, of which it 
is only necessary to refer to their hire purchase 
subsidiaries or partial shareholdings, and the 
savings banks established by some of them. 


Such changes are seen by Professor Arndt 
as a post-war development of the Australian 
capital market that is natural and part of the 
general growth and diversification of the 
Australian economy. 


Much more in Professor Arndt’s work is 
worthy of mention, if space permitted. It 
will be required reading for anyone wishing 
for a lucid account of the Australian trading 
banks and candidates for the Society’s subject 
of “Monetary Theory and Practice” should 
certainly make a point of studying it 
thoroughly. Ww. 
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PROFESSIONAL NOTICES 


Rate per line 5/-; 


ASSISTANT TO MANAGER required by 
large organisation engaged in manufacturing 
and marketing. Excellent prospects for right 
man. Accountancy knowledge required with 
experience or interest in sales. Anticipated age 
28 to 40. Salary £1,750 per annum. Appli- 
cations will be treated in strict confidence and 
should be addressed to No. 676, c/- Australian 
Society of Accountants, 5 Bligh Street, Sydney. 


SECRETARY — Large North Coast manu- 
facturing organisation invites applications for 
the position of secretary. Salary £3,000 per 
annum. Please apply in writing, stating age, 
qualifications and experience to No. 677, c/- 
Australian Society of Accountants, 5 Bligh 
Street, Sydney. 


ACCOUNTANT, aged 20-30 years is re- 
quired by an established firm of motor traders 
in Armidale, N.S.W. A house is available at 
a low rental. Commencing salary, £1,000- 
£1,500, depending on age and qualifications. 
Applications, together with copies of references, 
should be forwarded in the first instance to 
Messrs. W. S. Forsyth & Co., Box 22, P.O., 
Armidale, N.S.W. 


minimum per insertion 15/- 


OFFICE MANAGERESS (required by 
charterea accountant) with sound knowledge 
accounting and income tax. Permanent posi- 


tion, with good future prospects, excellent 
working conditions, profit sharing scheme, 
superannuation and other benefits. Salary up 


to £24 per week. Apply to M. G. Roberts & 


Co., 420 St. Kilda Road, Melbourne, S.C.2., 
or ring BM 3280 for further details and 
appointment. 


MULTIGRAPH FOLDER FOR SALE. 
Model 1520, made by Addressograph-Multi- 
graph Corporation, U.S.A. Cost £370 in 1954. 
Inspection at offices of Victorian Division, 
Australian Society of Accountants, 37 Queen 
Street, Melbourne. 


ACCOUNTANCY PRACTICE WANTED 
—A qualified accountant, experienced in all 
phases of public accounting, is seeking an 
established practice in the city area with gross 
fees of £8,000 to £12,000 per annum. Full 
cash settlement will be made within fourteen 
days of signing contract. Replies to No. 675, 
c/- Australian Society of Accountants, 37 
Queen Street, Melbourne. 





AUSTRALIAN SOCIETY OF 


Applications are invited for 


ACCOUNTANTS 


a full time appointment in Melbourne of 


TECHNICAL AND RESEARCH OFFICER 


Duties: Promotion, co-ordination and super- 
vision of research in accountancy, technical 
activities, publications and public relations of 
the Society. The creation of this position 
inaugurates major developments within the 
Society. It provides scope for original thought 
and initiative. 

Qualifications: A sound academic knowledge 
of accountancy, experience in its practical 
application in commerce and industry, and 


organising ability. Work envisaged calls for 
a facility in written expression. 


Salary: A salary of not less than £2,500 
a year, plus superannuation benefits, will be 
available to the successful applicant. 


Applications: Written applications to the 
General Registrar of the Society, 37 Queen 
Street, Melbourne, will be treated as con- 
fidential. 
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PARTNERSHIP — Advertiser, 28 years, for 
2 years conducted own extensive practice which 
has recently been sold. Has had wide experi- 
ence and wishes to contact sole practitioner 
with large expanding practice in solid financial 
area situated in New South Wales or Queens- 
land country town with view to partnership 
admission after trial perioa. Reply No. 669, 
c/- Australian Society of Accountants, 5 Bligh 
Street, Sydney. 


WANTED TO PURCHASE or buy interest 
in partnership—city or suburban small account- 
ant’s practice or tax agent’s business. Reply 
No. 670, c/- Australian Society of Account- 
ants, 5 Bligh Street, Sydney. 


ASSOCIATE has time at week-ends and 
evenings to assist practitioners with books and 
tax returns. Reply No. 671, c/- Australian 
Society of Accountants, 37 Queen Street, 
Melbourne. 


ACCOUNTANCY PRACTICE required by 
established firm of accountants. Melbourne 
city or suburban. Gross fees approximately 
£6,000 - £8,000 per annum. Reply with brief 
details to No. 667, c/- Australian Society of 
Accountants, 37 Queen Street, Melbourne. 


FOR SALE — Well-established accountancy 
and taxation practice in large New South Wales 
town. Gross fees approximately £6,000. Reply 
No. 674, c/- Australian Society of Account- 
ants, 5 Bligh Street, Sydney. 


QUEENSLAND COUNTRY PRACTICE 
FOR SALE—Will consider reasonable offer 
for well-established practice and equipment 
progressive western town. Gross fees approxi- 
mately £7,000. Modern offices for sale with 
practice or rental with option purchase. To 
assist in establishment in practice advertiser 
is prepared to engage purchaser during intro- 
ductory period six to nine months at salary 
of £1,750 per annum. Unfurnished accommo- 
dation available. All enquiries in strict con- 
fidence. Replies to No. 679, c/- Australian 
Society of Accountants, P.O. Box 457F, Bris- 
bane. 


PRACTICE FOR SALE. — Well-established 
accountancy and taxation practice in Southern 
Riverina town. Modern office accommodation 
and equipment. House available for purchase 
on low deposit. Gross fees, £8500. Would 
suit two young associates. Reply to No. 672, 
c/- Australian Society of Accountants, 37 
Queen Street, Melbourne. 





APPLICATIONS INVITED 
From Young Men aged about 30 years 
for appointment to the staff of a 
Leading Firm of Public Accountants 
LOCATED IN SYDNEY 


Firm has extensive general practice and 
specialises in 

(1) Taxation Advice, including problems re- 
lating to overseas investments and estate 
planning. 

(2) Cost consulting and business arrange- 
ments. 

(3) Company secretarial practice and share 
transfer work. 
Qualifications: 

(1) Full membership of a recognised Uni- 
versity, Society or Institute. 

(2) Experience in a professional accountancy 
practice. 

(3) Ambition to become a leading member 
of the profession, coupled with a willingness 
to work to obtain this end. 


(4) A retentive memory, commonsense and 
organising ability. 


Salary: 

A commencing salary of up to £2,500 per 
annum with assurances of increases and 
bonuses. We are looking for a man who can 
prepare himself for partnership responsibilities 
within the next few years. 


Applications: 


All applications will be treated in confidence 
and will close on 15 October, 1960. Details 
of age, educational qualifications and ex- 
perience, etc., may be typewritten but the 
covering letter should be in the applicant’s 
handwriting and addressed to 


No. 678, c/- Australian Society of Accountants, 5 Bligh Street, Sydney. 
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ACCOUNTANT—Secretarial and costing— 
with taxation experience, has spare time avail- 
able to assist other accountants. Apply No. 
648, c/- Australian Society of Accountants, 
37 Queen Street, Melbourne. 


ASSOCIATE has time available, to assist 
practitioners with books and tax returns during 
evenings, in the Newcastle district. Reply No. 
673, c/- Australian Society of Accountants, 
5 Bligh Street, Syaney. 


MELBOURNE ASSOCIATE, ex-tax assessor, 
urgently requires experience, spare time, with 
fellow practitioner, preparing tax returns and 
allied work. ’Phone 27-3711. 


OFFICE SPACE — Melbourre. Modern 
self-contained office, complete with secretarial, 
phone services and use of conference room on 
request. Ideal for sole practitioner. Moderate 
rental. Reply No. 680, c/- Australian Society 
of Accountants, 37 Queen Street, Melbourne. 


TAXATION — J. A. L. Gunn & Partners 
seek applications from qualified accountants 
who have specialised in taxation since gradu- 
ation, have the ability to do opinion and 
consulting work, and who are keen to make 
this field their career. This position commands 
an excellent salary. Applications (which will 
be treated in strict confidence) giving full 
details of experience, qualifications, education 
and salary expected, should be addressed to 
“Taxation Consultant”, J. A. L. Gunn & 
Partners, 8 Bond Street, Sydney. 


INSURANCE ACCOUNTANT _ desires 
taxation experience. Like to assist taxation 
practitioner. Remuneration only secondary 
consideration. Reply No. 681, c/- Aus- 
tralian Society of Accountants, Box 457F, 
G.P.O., Brisbane. 


QUALIFIED ACCOUNTANT has two or 
three days available to assist practitioner. Own 
car. Replies to No. 682, c/- Australian Society 
of Accountants, 37 Queen Street, Melbourne. 


ACCOUNTANTS—(Male or Female), 20 to 
25 years, qualified or near qualified, required 
by well-established firm of consulting account- 
ants. Experience in accountant’s office neces- 
sary. Excellent prospects and _ conditions. 
Liberal salary by arrangement. H. Dudley 
Ingram & Co., 156 Swanston Street, Mel- 
bourne. Phone MF 3623-4-5. 


PRACTICE WANTED—Registered public 
accountant is desirous of purchasing small 
country practice. Advertiser has appropriate 
capital. Replies in confidence to No. 683, c/- 
Australian Society of Accountants, 5 Bligh 
Street, Sydney. 
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QUALIFIED ACCOUNTANT required for 
public accountant’s office. Taxation experience 
desirable. Salary in vicinity of £1,500. Reply 
to R. Doust, Box 81, Queanbeyan, N.S.W. 


FELLOW of the Society, registered public 
accountant and tax agent, seeks position with 
city or suburban practitioner with view to 
partnership after satisfactory qualifying period. 
Has cash to purchase goodwill. Telephone and 
own car. Reply No. 684, c/- Austra- 
lian Society of Accountants, 5 Bligh Street, 
Sydney. 


ACCOUNTANCY — Experienced senior 
clerk studying for final examinations required 
by chartered accountants for audit super- 


vision, writing up and taxation work. Excel- 
lent salary and prospects. Bowes & Craig, 44 
Martin Place, Sydney. Ring Mr. Scott, 


BW 2168, for appointment. 





EAST MELBOURNE 


(Ovelooking Fitzroy Gardens) 
PROFESSIONAL OFFICE SUITES TO RENT 
in proposed 
NEW OFFICE BLOCK 
Ready for occupation in 18/24 months, well-lit 
offices; up to 7,500 square feet per floor (or less 
by arrang t). & itable for Architects, 
Cc Iting Engi s, Lowyers, Accountants and other 
professions. 

Car parking assured; air-conditioning units optional. 
Enquiries invited now from 
Messrs. JONES, LANG, WOOTTON & SONS 


114 King Street, MELBOUKNE 
Telephone: 62 - 1928-29 














An Attractive BINDER for the 
AUSTRALIAN ACCOUNTANT 


Note these four outstanding features: 


1. Space for twelve issues. 

2. Pages remain perfectly flat 
open. 

3. Removable steel rods permit easy 
insertion and removal of each issue. 

4. Hard cover, finished in durable black 
cloth, with distinctive gold lettering. 


PRICE 27/6 POST-FREE IN 
AUSTRALIA 


(when ordering, please specify year 
required) 


Accountants Publishing Co. Ltd. 
37 Queen St., Melbourne Phone MU 9351 


when 
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@ 13d. Per Copy—The Ricopy 505 copies onto a paper 
costing only 1d. (octavo), 1§d. (qto.), 24d. ¢fscap). 


PTY. 
e@ 10 Seconds a Copy—Feed documents in fast—only L. W. at A GEL E Y LTD. 


seconds per copy. Reproduce originals up to 19” width. 
° So Easy To Use—Anyone can operate gee -me~ 245 Pacific Highway, North Sydney — XB 5948 
fhere’s only one control. Work in bright office light. , 
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Agents throughout Commonwealth and New 
Zealand. Also in London and New York. 
The Pentabbet Cable & Telegraphic Address: 
“JEFFSTOCK’”’, MELB. 
no Eric R. Jeffery & S 
WRITING . ric K. JETery & OOn 
SYSTEM Members of the Stock Exchange of Melbourne 
STOCK EXCHANGE BUILDINGS 
~~ 422-426 Little Collins Street, Melbourne, C.1 
STANDARD “ Telephones: 67-9171 
FORMS Price £12-10-0 
FOR— PHOTOSTATS 
@ RECEIPTS — CASHBOOK & BANK Quick, Accurate, Economical 
DEPOSIT Copies of Charts, Deeds, Tax 
@ PAY ROLL Forms, Contracts, Wills, etc. 
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L. W. BAGLEY PTY. LTD. 


245 PACIFIC HIGMWAY, NORTH SYDNEY. XB 5948 COPYING COM PANY! a 
172 BOUVERIE ST., MELBOURNE, N.3. 5) 9085 
BW 5603. ®@ 28 Martin Place, SYDNEY 











The Australian Accountant, August, 1960. 


te ene TL eT Tvern 







ie 


2h PPR a. 


ery 






Dll 
. 


3 
5 





YOUR REMINGTON RAND-CHARTRES 
REPRESENTATIVE WILL SHOW YOU ° 


How to mechanise 
efficiently but 


inexpensively with 
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ACCOUNTING 
MACHINES 


Remington Saldo can 
handle all machine appli- 
cations — Ledgers, Pay- 
roll, Costing, Stores, etc. 
Remington Saldo_ Key- 
board design makes 
operating easy and fast. 
The simplified 12 - key 
numeral keyboard plus 
typewriter gives full facili- 











; : ties for complete account- 

| AUTOMATIC FEED MODEL rang 

Automatic Feed Model offers additional Remington Saldo offers 
benefits in ease and speed of form full mechanisation for only 
handling. a moderate investment. 








SUBSIDIARY OF THE REMINGTON RAND SPECIALISTS IN OFFICE EQUIPMENT FOR OVER 60 
DIVISION OF THE SPERRY RAND CORPORATION SALES AND SERVICE IN ALL STATES 
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At the recent Accountancy tests (October- 
November 1959), conducted by the Aus- 
tralian Society of Accountants and the 
Institute of Chartered Accountants, H.R.I.- 
trained Students won: 


60 FIRST HONOURS 


* Under H.R.I.’s c 
personal-individual 
pro dr j HONOURS (2nd & 3rd) 


is assured. 
AUSTRALIAN SOCIETY OF ACCOUNTANTS — October 1959 Examinations 


(Space permits listing of First Honours only) 


Ist VIC. Stg. 1 Acctg. & Audit., L. R. Harrison Ist N.S.W. Stg. 2 Mon. Theory & Prac. 
Ist QLD. “ee 4 D. A. Rainey D. M. Smith 
Ist S.A. ere ts , G. H. Ortmann Tst S.A. Be ae dail " a D. C. Lee 
Ist W.A. Ber ie a % B. G. Shute Ist TAS. ~~ ae ©wealth Income Tax Law 

Ist VIC. 1 ~~ 9p COMmercial Law “A”, N. Bell F. T. O’Shea (aeq.) 
Ist N.S.W. ,, 2 Company Law J. Burns Ist QLD. ~~ Cwealth Income Tax Law 

Ist TAS. Ss a e R. J. Boscoe E. G. Chant 
Ist N.S.W. ,, ,, Company Accts., S. C. Eutrope Ist QLD. » 3 Adv. Acctg. “A” . P. J. Kleine 
Ist QLD. ae oY 7 L. Gregory Ist S.A. ott See ot », 1. L. Sammelis 
Ist S.A. eee o » RR. J. Robinson Ist TAS. ar ie * ,, ©. E. Caldwell 
Ist QLD. ~~ ae Comcel. Law BY’, A. S. Chaston = Ist S.A. dn. edt | a , “BY G.H.F. Lange 


The practical success of the H.R./. personal-individual method of tuition for Accountancy has been 
thoroughly tested and proved for more than 64 years , entrust your training to H.R.J. and you will 
qualify more quickly . . . more surely and more conveniently! We will gladly explain this proven plan of 
training for the accountancy profession. Please telephone, write or call — no obligation, of course! 


Hemingway Robertson Institute 


Consulting Accountants . . . Professional Tutors 


122R BANK HOUSE - - BANK PLACE - - MELBOURNE 
122R BARRACK HOUSE - 16 BARRACK STREET . SYDNEY 


Offices alf Capital Cities, Geelong, Newcastle and Launceston. 
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BOOK REVIEW 


The Australian Trading Banks by H. W. Arndt 
nd ed'n. (F. W. Cheshire). pp x 238 
10 


TH favourable reception accorded to Pro 

fessor Arndt’s book on its first appearance 
in 1957 wa slone ufficrent te justify the 
production of a second edition and the pas 
sage of legislation in 1959 which made con 
siderable changes in. the Australian banking 
iuthor with the appro 
revised edition of his 


system presented the 
priate occasion for 


work 


This differs from the first edition, apart 
from a revision of the statistics and a few 
minor alterations, principally in a substantial 
rewriting of chapter VIII on “Monetary 
Policy” and the inclusion of a chapter (ch 
VI) on “The Banks and the Capital Market” 


In dealing with monetary policy the author 
refers to the dramatic changes in recent years 
and enumerates the factors that have con 
tributed to these changes. He feels that the 
1959 legislation may have strengthened central 
bank control, rather than weakened it as some 
critics had hoped. He discusses at some length 
(pp. 181-7) the objectives of monetary policy, 
and points to the difficulty of reconciling 
“stability of the currency” with “maintenance 
of full employment” and internal balance with 
external balance, tasks imposed on the Reserve 
Bank by the existing legislation. 


He discusses the types of control of the 
banking system open to the Reserve Bank 
and expresses the opinion that the change in 
1959 from “special accounts” to “statutory 
reserve deposits” made little real difference 
with which view the present writer is in 
complete agreement. He also shows how 
support of the bond market may conflict, in 
fact has conflicted at times, with the need 
to restrict the tendency to an inflationary 
expansion of credit. 


But control of trading bank credit is not 
now sufficient, as it was before the existence 
or growth of other sources of credit supply, 
so the inevitable conclusion is drawn that 
“Central bank control, whether by direct or 
indirect methods, by quantitative measures or 
by the price mechanism, must increasingly 
encompass the whole range of financial inter- 
mediaries” (p. 223). 


The nature of central bank controls, by 
means of the “special accounts”, now “statu- 
tory reserve deposits”, by qualitative control 
of the trading banks’ advance business, by 
the power to fix interest rates on overdrafts 
and fixed deposits and in other ways of 
possibly less importance, is clearly set out 
in chapter VIII. 
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Other changes introduced in 1959 are aly 
discussed, and have their bearir on the 
matters dealt with in chapter Vi. In thy 
chapter it is shown how the relative Mportane 
of bank credit has declined sharply since 
nineteen-thirties. New capital i 
stock exchanges by public comp 
recently been on a far larger ale, bir 
purchase finance has grown strikingly, and th 
change im th manner in which the he 
purcha « companies derive their funds ha 
ilso been noteworthy. The change in the pes 
issues market is illustrated by Table XI «& 
page 125, showing a marked increase in th 
raised by means 
debentures, notes, etc., and the d ne in the 
proportion of equities 


proportion of capital 


The significance of the establishment ear 
in 1959 of an official short-term money marke 
is Stressed. Its operations are explained op 
pages 131-4 As the author suggests, “the 
trading banks are likely to remain a maior 
source of short-term funds” for it, and the 
formal support given to it by the centr 
bank in agreeing in February, 1959, to act 
as lender of last resort to the discount house 
was the official recognition necessary for its 
success 


Reference is also made to the recent estab 
lishment of development banks, notably the 
Commonwealth Development Bank instituted 
by the 1959 Acts. This newly created bank 
took over from the Commonwealth Bank its 
Industrial Finance Department and its Mor- 
gage Bank Department. It was constituted as 
one of three parts of a Commonwealth 
Banking Corporation, of which the other two 
are the Commonwealth Trading Bank and 
the Commonwealth Savings Bank. These 
changes leave the Rural Credit Department 
to the Commonwealth (Central) Bank, which 
is renamed “The Reserve Bank of Australia” 
and henceforth functions as an entirely separ- 
ate central bank. 


All these changes have not passed unnoticed 
by the trading banks, which have responded 
by branching out into new fields, of which il 
is only necessary to refer to their hire purchase 
subsidiaries or partial shareholdings, and the 
savings banks established by some of them 


Such changes are seen by Professor Arndt 
as a post-war development of the Australian 
capital market that is natural and part of the 
general growth and diversification of the 
Australian economy. 


Much more in Professor Arndt’s work 1s 
worthy of mention, if space permitted. It 
will be required reading for anyone wishing 
for a lucid account of the Australian trading 
banks and candidates for the Society's subject 
of “Monetary Theory and Practice” should 
certainly make a point of studying ! 
thoroughly. W 
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PROFESSIONAL NOTICES 


ASSISTANT TO MANAGER required by 
ree Of sation engaged in manufacturing 
und marketing Excellent prospects for right 
nan Accountancy knowledge required with 
perience or interest in sales. Anticipated ag 
*te 40. Salary £1,750 per annum. Appli 
cations will be treated in strict confidence and 
dould be addressed to No. 676, c/- Australian 
Society of Accountants, 5 Bligh Street, Sydney 


SECRETARY Large North Coast manu 
facturing organisation invites applications for 
the position of secretary Salary £3,000 per 
unum. Please apply in writing, stating age, 
qualifications and experience to No. 677, c/- 
Australian Society of Accountants, 5 Bligh 


Street, Sydney 


ACCOUNTANT, aged 20-30 years is re- 
quired by an established firm of motor traders 
in Armidale, N.S.W. A house is available at 
a low rental. Commencing salary, £1,000- 
£1,500, depending on age and qualifications. 
Applications, together with copies of references, 
should be forwarded in the first instance to 
Messrs. W. S. Forsyth & Co., Box 22, P.O., 
Armidale, N.S.W. 


Rate per line § 


minimum per insertion 1§ 


OFFIC! MANAGERESS 
charterea accountant) with sound knowledge 
accounting and income tax Permanent posi 
tion, with good future prospects, excellent 
working conditions, profit sharing scheme 
superannuation and other benefits Salary up 
to £24 per week Apply to M. G. Roberts & 
Co., 420 St. Kilda Road, Melbourne, S.C.2 
or ring BM 3280 for further details and 
appointment 


(required by 


MULTIGRAPH FOLDER FOR SALI 
Model 1520, made by Addressograph-Multi 
graph Corporation, U.S.A. Cost £370 in 1954 
Inspection at offices of Victorian Division, 
Australian Society of Accountants, 37 Queen 
Street, Melbourne 


ACCOUNTANCY PRACTICE WANTED 
—A qualified accountant, experienced in all 
phases of public accounting, is seeking an 
established practice in the city area with gross 
fees of £8,000 to £12,000 per annum. Full 
cash settlement will be made within fourteen 
days of signing contract. Replies to No. 675, 
c/- Australian Society of Accountants, 37 
Queen Street, Melbourne. 





AUSTRALIAN SOCIETY OF 


Applications are invited for 


ACCOUNTANTS 


a full time appointment in Melbourne of 


TECHNICAL AND RESEARCH OFFICER 


Duties: Promotion, co-ordination and super- 
vision of research in accountancy, technical 
activities, publications and public relations of 
the Society. The creation of this position 
imugurates major developments within the 
Society. It provides scope for original thought 
and initiative. 

Qualifications: A sound academic knowledge 
of accountancy, experience in its practical 
application in commerce and industry, and 


organising ability. Work envisaged calls for 
a facility in written expression. 


Salary: A salary of not less than £2,500 
a year, plus superannuation benefits, will be 
available to the successful applicant. 


Applications: Written applications to the 
General Registrar of the Society, 37 Queen 
Street, Melbourne, will be treated as con- 
fidential. 
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PARTNERSHIP — Advertiser, 28 years, for 
2 years conducted own extensive practice which 
has recently been sold. Has had wide experi- 
ence and wishes to contact sole practitioner 
with large expanding practice in solid financial 
area situated in New South Wales or Queens- 
land country town with view to partnership 
admission after trial perioa. Reply No. 669, 
c/- Australian Society of Accountants, 5 Bligh 
Street, Sydney. 


WANTED TO PURCHASE or buy interest 
in partnership—city or suburban small account- 
ant’s practice or tax agent’s business. Reply 
No. 670, c/- Australian Society of Account- 
ants, 5 Bligh Street, Sydney. 


ASSOCIATE has time at week-ends and 
evenings to assist practitioners with books and 
tax returns. Reply No. 671, c/- Australian 
Society of Accountants, 37 Queen Street, 
Melbourne. 


ACCOUNTANCY PRACTICE required by 
established firm of accountants. Melbourne 
city or suburban. Gross fees approximately 
£6,000 - £8,000 per annum. Reply with brief 
details to No. 667, c/- Australian Society of 
Accountants, 37 Queen Street, Melbourne. 


FOR SALE — Well-established accountancy 
and taxation practice in large New South Walg 
town. Gross fees approximately £6,000. 

No. 674, c/- Australian Society of Account. 
ants, 5 Bligh Street, Sydney. 


QUEENSLAND COUNTRY PRACTICE 
FOR SALE—Will consider reasonable offe 
for well-established practice and equipment 
progressive western town. Gross fees approxi- 
mately £7,000. Modern offices for sale with 
practice or rental with option purchase. Tp 
assist in establishment in practice advertiser 
is prepared to engage purchaser during intro. 
ductory period six to nine months at salary 
of £1,750 per annum. Unfurnished accommo. 
dation available. All enquiries in strict cop- 
fidence. Replies to No. 679, c/- Australian 
Society of Accountants, P.O. Box 457F, Bris. 
bane. 


PRACTICE FOR SALE. — Well-established 
accountancy and taxation practice in Southem 
Riverina town. Modern office accommodation 
and equipment. House available for purchase 
on low deposit. Gross fees, £8500. Would 
suit two young associates. Reply to No. 672, 
c/- Australian Society of Accountants, 37 
Queen Street, Melbourne. 





APPLICATIONS INVITED 
From Young Men aged about 30 years 
for appointment to the staff of a 
Leading Firm of Public Accountants 
LOCATED IN SYDNEY 


Firm has extensive general practice and 


specialises in 
(1) Taxation Advice, including problems re- 


lating to overseas investments and estate 
planning. 

(2) Cost consulting and business arrange- 
ments. 

(3) Company secretarial practice and share 


transfer work. 
Qualifications: 

(1) Full membership of a recognised Uni- 
versity, Society or Institute. — 

(2) Experience in a professional accountancy 
practice. : 

(3) Ambition to become a leading member 
of the profession, coupled with a willingness 
to work to obtain this end. 


(4) A retentive memory, commonsense and 
organising ability. 


Salary: 

A commencing salary of up to £2,500 per 
annum with assurances of increases and 
bonuses. We are looking for a man who cad 
prepare himself for partnership responsibilities 
within the next few years. 


Applications: 

All applications will be treated in confidence 
and will close on 15 October, 1960. Details 
of age, educational qualifications and ¢ 
perience, etc., may be typewritten but the 
covering letter should be in the applicants 
handwriting and addressed to 


No. 678, c/- Australian Society of Accountants, 5 Bligh Street, Sydney. 
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ACCOUNTANT—Secretarial and costing— 
yith taxation experience, has spare time avail- 
able to assist other accountants. Apply No. 
48, c/- Australian Society of Accountants, 
37 Queen Street, Melbourne. 


ASSOCIATE has time available, to assist 
practitioners with books and tax returns during 
evenings, in the Newcastle district. Reply No. 
673, c/- Australian Society of Accountants, 
§ Bligh Street, Syaney. 


MELBOURNE ASSOCIATE, ex-tax assessor, 
urgently requires experience, spare time, with 
fellow practitioner, preparing tax returns and 
allied work. "Phone 27-3711. 


OFFICE SPACE — Melbourrme. Modern 
gif-contained office, complete with secretarial, 
phone services and use of conference room on 
request. Ideal for sole practitioner. Moderate 
reatal. Reply No. 680, c/- Australian Society 
of Accountants, 37 Queen Street, Melbourne. 


TAXATION —J. A. L. Gunn & Partners 
sek applications from qualified accountants 
who have specialised in taxation since gradu- 
ation, have the ability to do opinion and 
consulting work, and who are keen to make 
this field their career. This position commands 
an excellent salary. Applications (which will 
be treated in strict confidence) giving full 
details of experience, qualifications, education 
and salary expected, should be addressed to 
‘Taxation Consultant”, J. A. L. Gunn & 
Partners, 8 Bond Street, Sydney. 


INSURANCE ACCOUNTANT desires 
taxation experience. Like to assist taxation 
practitioner. Remuneration only secondary 
consideration. Reply No. 681, c/- Aus- 
talian Society of Accountants, Box 457F, 
GP.O., Brisbane. 


QUALIFIED ACCOUNTANT has two or 
three days available to assist practitioner. Own 
tat. Replies to No. 682, c/- Australian Society 
of Accountants, 37 Queen Street, Melbourne. 


ACCOUNTANTS—( Male or Female), 20 to 

25 years, qualified or near qualified, required 
ty well-established firm of consulting account- 
ants. Experience in accountant’s office neces- 
sary. Excellent prospects and _ conditions. 
liberal salary by arrangement. H. Dudley 
Ingram & Co., 156 Swanston Street, Mel- 
boume. Phone MF 3623-4-5. 


PRACTICE WANTED—Registered public 
«countant is desirous of purchasing small 
country practice. Advertiser has appropriate 
capital. Replies in confidence to No. 683, c/- 
Australian Society of Accountants, 5 Bligh 
Street, Sydney. 
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QUALIFIED ACCOUNTANT required for 
public accountant’s office. Taxation experience 
desirable. Salary in vicinity of £1,500. Reply 
to R. Doust, Box 81, Queanbeyan, N.S.W. 


FELLOW of the Society, registered public 
accountant and tax agent, seeks position with 
city or suburban practitioner with view to 
partnership after satisfactory qualifying petiod. 
Has cash to purchase goodwill. Telephone and 
own car. Reply No. 684, c/- Austra- 
lian Society of Accountants, 5 Bligh Street, 
Sydney. 


ACCOUNTANCY — Experienced senior 
clerk studying for final examinations required 
by chartered accountants for audit super- 
vision, writing up and taxation work. Excel- 
lent salary and prospects. Bowes & Craig, 44 
Martin Place, Sydney. Ring Mr. Scott, 
BW 2168, for appointment. 





EAST MELBOURNE 


(Ovelooking Fitzroy Gardens) 
PROFESSIONAL OFFICE SUITES TO RENT 
in proposed 
NEW OFFICE BLOCK 
Ready for occupation in 18/24 months, well-lit 
offices; up to 7,500 square feet per floor (or less 
by arrangement). Eminently suitable for Architects, 
Consulting Engineers, Lawyers, Accountants and other 
professions. 

Car parking assured; air-conditioning units optional. 
Enquiries invited now from 
Messrs. JONES, LANG, WOOTTON & SONS 


114 King Street, MELBOUKNE 
Telephone: 62 - 1928-29 








An Attractive BINDER for the 
AUSTRALIAN ACCOUNTANT 


Note these four outstanding features: 


Space for twelve issues. 

Pages remain perfectly flat when 
open. 

Removable steel rods permit easy 
insertion and removal of each issue. 
Hard cover, finished in durable black 
cloth, with distinctive gold lettering. 


PRICE 27/6 POST-FREE IN 
AUSTRALIA 


(when ordering, please specify year 
required) 


Accountants Publishing Co. Ltd. 
37 Queen St., Melbourne Phone MU 9351 
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@ izjd. Per Copy—The Ricopy 505 copies onto a paper - rs 
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e@ 10 Seconds a Copy—Feed documents in fast—only . e E bai 
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@ RECEIPTS — CASHBOOK & BANK Quick, Accurate, Economical 
DEPOSIT Copies of Charts, Deeds, Tax 

@ PAY ROLL Forms, Contracts, Wills, ete. 

@ CHEQUE WRITING 

@ DEBTORS OR PURCHASE LEDGERS 


L. W. BAGLEY PTY. LTD. 


245 PACIFIC HIGHWAY, NORTH SYDNEY. XS 5748 COPYING COMPAN 
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